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^ORKMAi^'S  COMPEJsSATIOiN  lis  THE  DISTRICT  OF  COLUMBIA, 
c*   

£  Subcommittee  of  the  Committee, 

ON  THE  District  of  Columbia, 

House  of  Representatives, 

Monday,  May  16,  1921. 

The  subcommittee  met  at  10  o'clock  a.  m.,  Hon.  Roy  G.  Fitzgerald 

(chairman)  presidmg.  .  ,  ^, 

Mr.  Fitzgerald.  At  the  last  meetmg  of  the  committee,  there  were 
several  reservations  made  by  persons  who  d€«u^  to  be  heard^- 
pecially  in  opposition  to  the  bill  and,  I  thmk,  also  by  swne  who 
Sesked  to  be  heard  in  support  of  the  bill.  I  think  Mr  Jifesbit  is  the 
first  one  who  has  a  reservation  of  time,  but  I  understand  he  is  not 
present.  The  next  reservation  of  time  is  for  the  Washmgton  Cham- 
ber of  Commerce. 

STATEMENT  OF  HOH.  JAMES  T.  LLOYD,  REPRESENTING  THE 
WASHIHOTOH  (DHAMBBE  OF  COMMBEGE. 

Mr.  Lloyd.  Mr.  Chairman,  I  am  representing  <Je  Washmgton 
Chamber  of  Commerce.  I  am  a  vice  president  of  the  Chamber  ol 
Commerce  and  am  chairman  of  the  law  and  legislation  committee  of 
that  body  We  have  had  this  bill  under  consideration,  but  we  are 
not  prepared  at  this  moment  to  make  a  formal  appearance  m  the  hear- 
ing before  you  and  state  our  views.  What  we  would  like  to  do  wou  d 
be  to  subimt  a  brief,  and  I  suppose  that  will  be  more  satisfactory  to 

^^Mr.  Fitzgerald.  I  can  not  say  that,  because  we  would  like,  of 
course,  to  hear  from  you,  but  I  assure  you  that  your  bnef  will  be  given 

careful  attention. 

Mr.  Lloyd.  How  long  will  you  give  us  ^ 

Mr.  Fitzgerald.  Can  you  file  it  within  a  week  i 

Mr.  Lloyd.  I  think  we  can  file  it  in  a  week. 

Mr.  FrraGEBALD.  Of  course,  the  sooner  you  hie  it  the  better. 

Mr.  Lloyd.  Then,  we  will  file  a  brief  between  this  time  and  Monday 

""^Mr  Fitzgerald.  The  Washmgton  Merchante  and  Mwiufacturers' 

Association  had  some  time  reserved  thk  moping,  or  10  in^^iutes,  1 
think.  Is  there  anyone  here  representing  them?  ihere  do^  not 
appear  to  be  anyone  present  representing  them  Have  the  automo- 
bile people  a  representaUve  here  \    If  not,  we  wdl  hear  >Ir.  Montague, 

of  Richmond.  ,  ^     t,    j  +^ 

Mr.  Montague.  If  there  is  anyone  else  present  who  desires  to 

speak,  I  had  just  as  leave  wait.   As  this  is  my  first  appearance  in  the 

hearings  I  would  like  to  first  get  mv  be»rings^ 
Mr.  Fitzgerald.  We  wiU  hear  Mr.  Henry  Nolda,  representing  the 

Central  Labor  Union. 
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STATEMENT  OF  ME.  HENEY  HOLDA,  EEPBESEKTING  THE 
CENTKAL  LABOE  TJNIOK,  WASHIHGTOH,  D.  C. 

Mr.  NoLDA.  Mr.  Chairman,  the  Central  Labor  Union  is  in  thorough 
accord  with  this  hill  in  every  detail.  The  Central  Labor  Union  lias 
for  years  been  trying  to  get  a  compensation  l»ill;  it  has  used  every 
effort  in  its  power  to  have  a  compensation  bill  introduced  in  this 
Congress  for  the  benefit  of  the  workers,  so  that  the  workers  might  be 
protected,  and  I  want  to  compliment  you  at  this  time,  Mr.  Chairman, 
for  having  the  nerve  to  introduce  this  bill.   [Laughter  in  committee 

^^It  mav  be  laughable,  but  I  mean  every  word  I  say.  When  a  lot  of 
people  are  constantly  meeting  with  accidents  and  have  no  redress 
outside  of  the  courts,  it  is  a  serious  consideration  for  the  worker. 
There  is  nothing  in  this  bill  that  I  can  see  that  is  not  for  the  benefit  of 
the  workers.  There  has  been  a  great  deal  of  talk  about  hazardous 
employment;  Mr.  Chairman,  there  are  very  few  working  meii  who 
realize  how  hazardous  their  employment  is  or  that  there  is  any  hazard 
or  any  danger  connected  with  it.  If  they  were  to  reaUze  the  dang^ 
of  their  employment,  they  would  not  be  able  to  do  the  work. 

For  instance,  take  the  structural  iron  worker  or  the  structural  steel 
worker,  and  he  will  cheerfully  cross  those  beams  as  unconcerned  as 
you  would  walk  across  this  floor.  While  it  almost  makes  you  stop 
breathing  to  see  it,  they  are  unconcerned.  They  have  got  to  be 
unconcerned,  because  otherwise  they  could  not  do  that  work.  There 
is  no  hazardous  employment  in  the  strict  sense  of  the  word,  so  far  as 
the  man  is  concerned.  Still,  if  we  were  to  go  into  a  court  and  try  to 
establish  the  fact  that  our  employment  was  in  no  way  hazardous, 
some  lawyer  would  get  up  and  make  us  look  like  a  2-cent  piece,  for 
the  simple  reason  that  we  would  not  be  able  to  define  that  word 
"hazardous"  to  the  satisfaction  of  the  court.  v  *  t 

Mr.  Underhill.  I  do  not  want  to  interrupt  your  statement,  but  i 
think  we  all  agree  that  employments  are  hazardous  and  also  that  a 
workman's  compensation  act  is  desirable.    I  think  we  are  a  unit  on 

that.  „  .  T 

Mr,  NoLDA.  I  am  through  with  the  hazardous  part  ol  it  anyhow. 

Mr.  FrrzGEEALD.  .1  think  that  has  been  discussed. 

Mr.  NoLDA.  Yes,  sir;  it  has  been  and  will  be  some  more,  I  under- 

Mr.  Fitzgerald.  It  provides  ostensibly  for  hazardous  employ- 
ment and  then  declares  all  employments  hazardous.  That  is  a 
roundabout  way,  possibly,  and  it  has  been  suggested  that  there  is  a 

little  camouflage  about  it.  ^      ■,  r 

Mr.  NoLDA.  Great  stress  was  placed  by  the  chamber  of  cominerce 
and  board  of  trade  upon  the  President's  remarks,  m  opening  Con- 

g'ess,  that  there  should  be  more  business  in  Government  and  less 
ovemment  in  business.  Can  any  man  in  this  room  pomt  to  the 
time  when  the  Govermment  was  not  in  business,  and  does  anyone 
want  to  change  that  part  of  it?  We  have  had  the  postal  system^ 
our  printing  office,  our  Bureau  of  Engraving  and  Prmting,  our  ma- 
chine shops,  navy  yards,  and  everything  else  of  that  sort  run  by  the 
Government.  Now,  that  being  true,  is  it  going  to  be  such  a  detn- 
ment  to  the  United  States  Government  to  have  a  commission  to 
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handle  this  insurance  feature «  That  is  the  proposition  that  is  taken 
care  of.  It  is  not  provided  in  that  particular  phase  of  it  that  the 
Government  will  be  taking  over  that  broad  field  to  the  extent  that 
it  will  affect  the  business  of  the  United  States,  but  this  is  only  gomg 
to  aftect  the  District  of  Columbia,  with  a  population  of  about  oOO.OOO, 
estimating  it  at  the  very  highest.  That  is  all  it  provides  for,  and  we 
are  emphaticaUy  in  favor  of  that  particular  phase  of  it,  Mr.  Chairman. 

We  have  through  experience  found  that  if  insurance  companies  or 
other  agencies  are  used,  we  are  the  losers.    Irrespective  of  the  money 
it  saves  to  the  men  who  are  the  real  employers,  or  who  would  reaUy 
have  to  pav  the  compensation,  it  saves  money.    It  m  a  big  saving 
to  the  Government.    You  already  have  a  board  that  is  functionm^ 
in  that  capacity  now.    A  great  deal  has  been  said  about  the  Presi- 
dent.   The  laboring  people  are  willing  to  put  that  proposition  up  to 
the  President,  and  we  have  that  faith  in  the  President  of  the  I  nited 
States  to  at  least  say  that  he  is  f air-mmded  on  this  and  the  working 
people  of  the  District  of  Columbia,  irrespective  of  the  talk  to  the 
effect  that  the  President  is  agamstt  he  workmgmen,  will  be  wiUing 
to  put  it  up  to  him.    The  working  men  are  for  the  President,  and  he 
is  equally  our  President,  or  just  as  much  our  President  as  he  is  the 
President  of  anyone  else,  Mr.  Chairman.    This  is  a  compensaUon  biU 
for  the  workingmen  and  not  for  the  chamber  of  commerce,  or  manu- 
facturers' organization,  or  boards  of  trade,  or  insurance  companies. 
This  is  a  bill  for  the  workingman.    There  has  been  a  great  deal  said 
about  the  bill  not  being  constitutional.    I  am  no  lawyer  Mr  Chair- 
man, and  I  do  not  know  anything  about  law,  but  I  thought  that  this 
bill  was  of  such  importance  that  I  would  at  least  try  to  get  some 
advice  on  the  constitutional  phases  of  it.    I  am  gomg  to  quote  you 
a  decision  by  the  United  States  Supreme  Court.   This  is  the  case  of 
New  York  Central  Railroad  Co.  v.  White  (1917),  243  Umted  States 
Keports,  page  188,  and  I  wiU  read  from  it : 

The  aueation  of  due  process  is  here  dispoeed  of  by  pointing  out  that  .the  cominon- 
law  doctrine  of  the  employer's  liability  for  negligence, with  its  detenses  of  contribu- 
tory negligence,  fellow  service,  and  assumption  of  risks,  -is  leased  upon  fictions  and 
is  inapplicable  to  modern  conditions  of  employment,"  its  application  resulting  m 
litigation  that  ''is  unduly  costly  and  tedious,  encourapng  corrupt  practiceB,  and 
arousing  antagonism  between  employers  and  employees." 

Here  is  the  part  I  want  especially  to  call  your  attention  to : 

The  close  relation  of  the  rules  governing  liabiUty  for  injurieB  to  ihe  fundamental 
rights  of  Uberty  and  property  is  recognized;  "but  these  rules,  as  guides  of  conduct 
awnot  beyond  alteration  by  legislation  in  the  public  interest.    No  person  ha-s  a  ^  ested 
interest  in  any  role  of  law  entitling  him  to  insist  tliat  it  shaU  remain  unchanged  for 

*^^NeeUgence  is  said  to  be  ^'merely  the  disregard  of  some  duty  imposed  by  law,  and 
the  nature  and  extent  of  the  dutv  inay  be  modified  by  legislation,  with  corresponding 
change  in  the  tost  of  negligence.  '  ,  . 

The  fellow-servant  doctrine  is  characterized  by  "mateml  di^rencw  in  difietMit 
jurisdictions,'  and  it  needs  no  argument  to  show  that  such  a  role  is  subject  to  modi- 
fication or  abrogation  by  a  State  upon  proper  occasion. 

This  is  a  decision  by  the  Supreme  Court  of  New  Jersey,  in  the 
Sexton  case,  in  reference  to  jury  trial: 

A  similar  conclusion  was  reached  by  another  line  of  aigument,  the  court  faying  that 
"the  rieht  of  trial  by  jury  accorded  by  the  Constitution,  as  applicable  to  civil  cases, 
is  incident  only  to  caiises  of  action  recognized  by  law."  If.  theretore.  the  loL^i^lature 
is  able  to  take  away  the  cause  of  action  on  the  one  hand  and  the  ground  ol  cleteuse  on 
the  other  and  meige  both  into  a  statutory  indemnity,  the  right  to  sue  has  lallen  and 
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with  it,  of  noco<,<itv,  the  rieht  of  jury  tdal.  The  United  States  Circiiit  Court  of 
Api>eal<  while  di-c"u!fting  the  Wa-hingtou  s^tatute  (Raymond  v.  Ghioi^,  Milwaukee 
&  iit.  Paul  Railway  Co.,  233  Fed.  239),  pointed  out  that  the  guaranty  of  the  Federal 
Constitution  as  to  trial  by  juary  does  not  prevent  tiie  establiEhment  of  a  procesB  of  law 
in  which  trial  by  jury  is  omitted. 

I  only  make  reference  to  those  two  paragraphs  I  read  in  order  to  show 
that  it  has  been  done  and  that  it  can  be  done— that  is,  that  the  law- 
can  be  changed,  and  this  bill  makes  provision  for  changing  the  law. 

Mr.  Fitzgerald.  At  the  suggestion  of  one  of  the  opponents  of  the 
bill,  the  committee  applied  to  the  Attorney  General  for  an  opinion  on 
the  bill,  and  lie  gave  us  a  very  exhaustive  opinion  on  the  point  that 
he  does  not  have  to  give  us  an  opinion  in  regard  to  the  constitutionality 
of  the  law,  and  so  we  are  where  we  started. 

Mr.  NoLDA.  One  more  point,  Mr.  Chairman,  and  that  is  in  regard 
to  the  servant  question.  It  has  been  stated  that  the  servant  ques- 
tion is  not  a  proper  function  under  this  bill  at  all ;  that  there  is  nothing 
hazardous  about  the  servant  question,  and,  in  fact,  one  gentleman 
stated  last  Thursday  that  the  only  hazardous  part  was  in  paying  the 
salary  of  the  servant.  There  is  just  as  much  hazard  in  the  servant 
question  as  there  is  in  any  other  question,  and  oftentimes  the  employer 
of  the  servant  makes  it  hazardous.  I  am  an  upholsterer  by  trade, 
and  it  has  been  my  privilege  to  be  around  in  a  great  many  private 
houses,  and,  Mr.  Chairman,  they  will  deliberately  give  you  a  ladder 
to  work  w^th  that  is  not  fit  for  anybody  to  go  up  on,  and  you  know 
those  people  should  receive  a  certain  protection  from  that. 

I  will  not  take  up  the  time  of  the  committee  in  talking  about  all  of 
these  things,  but  I  would  suggest  that  in  that  particular  paragraph, 
so  far  as  servants  are  concerned,  in  fixing  the  charge  of  the  employer 
of  the  servant  at  10  per  cent,  5  per  cent,  or  whatever  it  is,  the  matter 
might  be  taken  under  consideration,  and  make  the  payment  irrespec- 
tive of  the  salary  that  the  servant  gets.  That  is  only  a  suggestion, 
Mr.  Chairman,  and  we  do  not  insist  upon  it.  I  do  not  represent  any 
servants,  because  we  have  no  servants  in  the  oi^anization  that  1 
represent.  There  is  one  other  thing  that  I  would  like  to  bring  out, 
and  it  has  met  with  the  approval  of  the  chamber  of  commerce, 
board  of  ti-ade,  etc.  It  has  been  stated  that  it  was  thought  the 
n^ftiriiTinm  was  too  low,  but  we  do  not  want  to  make  any  change 
in  the  maximum,  as  far  as  the  66^  per  cent  is  concerned,  and  we  do 
not  ask  it.  While  we  would,  of  course,  readily  accept  it,  we  do  not 
ask  it,  but  we  think  that  the  maximum  for  the  lower  pay— that  is, 
where  tlie  pay  the  employee  receives  is  only  $7  per  week  he  shall 
receive  $7  per  w  eek — is  too  low,  and  if  it  could  be  possible  for  this 
committee  to  change  that  $7  to  $9,  it  would  be  a  good  thing  for  the 
poor  man  wdio  gets  only  $7  per  week,  although  he  may  be  totally 
disabled.  I  think  if  that  $7  could  be  changed  to  $9,  it  would  do  a 
great  deal  toward  stopping  a  lot  of  begging  on  the  streets,  which 
naturally  follows  on  a  situation  of  that  kind.  I  do  not  think  that 
the  chamber  of  commerce  or  board  of  trade  would  have  any  ob- 
jection to  that.  I  would  not  want  to  jeopardize  the  bill,  because  we 
are  in  favor  of  the  bill  as  it  is  written.  We  believe  that  it  is  one  of 
the  best  bills  ever  put  before  the  American  people,  and  we  desire  that 
this  bill  shall  become  a  law  if  it  is  withui  the  power  of  you  gentlemen 
to  pass  it. 

I  thank  you. 
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Mr.  Fitzgerald.  The  criticism  of  almost  aU  the  State  ajts  has 
been  then-  utter  lack  of  liberality,  both  in  the  law  itself  and  in  its 
administration,  but  this  biU  as  at  present  drawn  does  make  provision 
for  those  people. 

Mr.  NoLDA.  Yes,  sh-;  I  realize  that.   ,     ,     ^  .  j  .  ^i. 

Mr.  FrraoERALD.  Here  is  something  that  has  been  reported  to  the 
committee  by  the  Department  <rf  Labor:  There  have  been  three 
persons  killed  in  domestic  service  last  year  and  a  number  injured,  and 
1  wonder  if  you  could  get  in  touch  with  the  Denartment  of  Labor 
and  get  some  information  as  to  how  they  were  fallfid  and  what  tbm 

circumstances  were  ?  ,       ,       «         i  j  • 

Mr.  NoLDA.  Mr.  Hooks  is  here,  and  peribl^  he  could  give  you 

that  information.  i  •  n    ■  i.  t-^A 

Mr.  UNrasraatL.  You  and  your  organization  are  chiefly  mterested 

in  securing  a  workman's  oomp«Qsatioa  law  i 

Mr.  NoLDA.  Yes,  sir.  , .  „    .        .  j  •        •      *u«*  +k« 

Mr.  Underhill.  You  are  chiefly  interested  m  seemg  that  the 

injured  workman  is  compensated  for  his  lost  tune? 
Mr.  NoLDA.  Yes,  sir.  .  . 

Mr.  Underhill.  And  is  taken  care  of  when  mjured  * 

Mr.  NoLDA.  Yes,  sir.  , ^  n       i  j  t. 

Mr  Undekhill.  And  the  minor  details  of  the  bill  would  not  atfecl 
your  position  or  advocacy  of  it  ?  In  other  words,  as  long  as  it  ac- 
comp&es  that  purpose,  you  would  not  have  any  particular  mterest 

in  the  minor  details^  i  xi, 

Mr.  NoLDA.  That  is  true.  We  would  hke  to  have  the  msurance 
feature  stand  as  it  is  m  the  bill,  because  we  thmk  tiiat  we  wouM 
receive  better  treatment  under  it.   We  have  too  often  beMi  gouged 

by  employers  that  have  those  things  m  hand. 

Mr.  Underhill.  None  of  the  companies  have  anything  to  do  with 
the  awards  under  tiiis  biU  or  any  other  bill,  but  that  is  done  by  the 

commission.  ,  .  •     i  i.^ 

Mr.  Nolda.  There  is  an  objection  to  this  commission  by  the  oppo- 
nents of  the  biU,  Mid  there  is  one  littie  feature  that  I  would  like  to  caU 
attention  to.  I  have  here  the  Jones  bill  and  I  caU  your  attention 
to  the  language  on  page  13,  line  13.  That  unlucky  number  is  my 
lucky  number.    That  provision  reads: 

It  is  hereby  declared  to  be  the  intent  of  this  art  to  restore  to  industry  those  i^^^ 
in  the  course  of  employment.    The  commission  shall  accordingly  assist  ind^BtrM^y 
the  employees  in  obtaining  proper  tmining,  education,  ^Jid  employment,  and  may 
cooperate  mth  the  Federal  Board  for  Vocational  Training  for  that  purpose. 

Where  would  there  be  mi  insurance  company  to-day  m  America 
that  would  take  anyj>art  in  those  functions «   ^  ^     ,    ^,    ,  , 

Mr.  Undbbhill.  The  commiflsion  would  do  that  under  the  laws  of 
the  States,  or  that  is  true  in  most  of  them. 

Mr.  Nolda.  I  thank  you  for  your  attrition. 

STATEMENT  OF  M».  HILL  MONTAGUE,  RICHMOND,  VA.,  RBP- 
BBSEHTINa  THE  FEATEENAl  CONGEESS  OF  AMEMCA. 

Mr.  Montague.  Mr.  Chairman,  I  just  learned  a  few  days  ago  that 
this  bill  was  pending  here,  and  I  have  come  up  to  offer  m  a  few  words 
some  genenirsuigertions.  I  do  not  think  it  egotistical  but,  m  order 
that  i  may  make  my  position  better  known,  I  thmk  I  had  better  say 
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to  you  that  I  am  the  past  president,  and  the  last  past  president,  of 
the  National  Fraternal  Congress  of  America,  and  I  am  a  member  of 
its  executive  committee  for  the  past  seven  or  eight  years.  It  is  also 
proper  that  I  should  say  that  I  am  a  member  of  the  board  of  trustees 
of  the  Insurance  Federation  of  America,  represMitiog  the  fraternal 
societies  of  this  country  on  that  board. 

Mr.  FrrzoEBALD.  Thai  means  the  Woodm^  of  the  World  and  oth^ 
like  organizations  ? 

Mr.  Montague.  No,  sir;  the  National  Fraternal  Congress  of 
America  is  one  that  covers  fraternal  benefits,  properly  speaking. 
Although  it  has  nothing  to  do  with  this  subject,  merely  to  snow  you 
what  my  position  in  the  fraternal  world  is,  I  might  mention  the  fact 
that  I  am  the  chairman  of  a  committee  just  now  appointed  by  the 
Near  East  relief,  which  was  incorporated  by  Congress  for  the  purpose 
of  furnishing  relief  to  Syria  ana  Arm^a.  I  am  chairman  of  the 
national  advisory  committee  of  that  organization.  I  served,  a  little 
more  than  a  year  ago,  as  a  member  of  the  committee  of  which  Warren 
G.  Stone,  a  well-known  labor  man,  was  chairman,  which  sent  a  com- 
mission to  Europe  to  study  the  general  question  of  State  insurance. 
So  it  comes  around,  I  think,  that  I  am  somewhat  in  touch  with  the 
fraternal  end  of  these  matters. 

The  fraternalists,  Mr.  Chairman,  are  opposed  to  State  insurance, 
whether  by  the  National  Government  or  by  State  governments, 
because  they  consider  it  monopolistic.  They  do  not  believe  that  is  a 
proper  sphere  of  government.  Now,  we  have  nothing  to  say,  please 
uncterstand,  against  the  passage  of  statutes  providing  for  workmffli's 
compensation  laws.  We  do  not  at  all  obiect,  inde^  we  favor,  the 
doing  away  with  what  is  known  as  the  fellow-servant's  doctrine,  an 
olddoctrine.  I  happen  to  belong  to  that  profession  which  my  friend 
over  there  does  not  like  so  much,  so  that  I  know  what  the  whole 
servant's  doctrine  is,  and,  as  a  fraternalist  I  ha\'e  favored  abolishing 
that  doctrine. 

I  am  not  here  to  claim  that  the  doctrine  of  contributory  negligence 
should  longer  obtain,  but  I  am  here  to  say  that  the  people  with 
whom  I  have  been  associated,  the  fratemsdists  over  this  country;, 
do  not  favor  either  Gov^^iment  or  State  insurance.  We  believe  it 
is  monopolistic  and  that  it  can  best  be  managed  by  private  compaoies. 
We  think  it  is  a  highly  technical  business.  It  is  one  of  the  few  busi- 
nesses that  is  not  interstate  commerce.  It  has  been  long  ago  decided 
by  our  Supreme  Court  that  insurance  is  not  interstate  commerce, 
so  that  you  have  not  even  that  much  to  go  on  when  the  Government 
undertakes  to  take  charge  of  it,  I  think  that  anything  that  tends 
toward  patemaUatn  in  times  like  these  is  inadvisable.  I  think  the 
Gk>vemment  has  a  full  job  on  its  hands,  and  I  think  that  if  it  can 
work  out  the  many  problems  which  lie  before  it  at  this  time  it  will 
have  accomplished  a  wonderful  thing  for  our  coimtry,  and  I  do  not 
believe  that  with  the  present  unsettled  state  of  busmess  conditions 
it  is  at  all  desirable  that  the  Government  should  here  in  Washington, 
having  as  it  has  immediate  charge  and  direction  of  the  affairs  oi  the 
District  of  Columbia,  enter  now  into  a  Government  insurance  plan. 

Of  course,  I  recognize  the  fact  that  you  are  the  patron,  that  the 
ehairman  of  this  subcommittee  is  the  patron  of  this  biU  and,  of 
course,  underst(UDil  that  jm  smcerely  believe  in  tiiis  proposition, 
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but  I  represent  in  speaking  to  you,  in  so  far  as  one  may  represent  in 
an  official  position — ^I  represent  in  that  kind  of  way,  and  we  ail  know 

we  can  not  touch  elbows  with  every  man  in  a  lai^e  number  of  per- 
sons— but  I  represent  what  I  call  the  common  people  of  this  country. 
I  am  authorized  to  speak  for  these  fraternal  benefit  societies  in  any 
matters  of  legislation  of  this  character.  They  constitute  what  we 
know  especially  as  fraternal  benefit  societies,  those  that  furnish  sick 
ben^ts,  accident  benefits,  and  funeral  benefits  to  more  than  10,000,- 
000,  and  I  think  I  am  in  touch  with  these  people.  Many  of  them  are 
laboring  people,  most  of  them  ore  laboring  people.  I  (juite  well 
understand  that  some  of  this  organized  labor  oi^anizations  come 
before  such  committees  as  this,  or  in  the  States,  and  favor  such  a 
bill,  but  we  people  who  are  interested  in  these  fraternal  societies  feel 
we  can  take  a  broad,  judicial  view  of  the  situation;  we  feel  that  our 
hearts  beat  with  the  hearts  of  the  common  people  of  this  country 
and  we  believe,  those  of  us  who  have  studied  it,  that  it  is  not  desirable 
that  this  class  (rf  business,  at  least,  be  administered  by  the  Govern- 
ment. That  was  the  information  we  got  from  Europe;  that  is  the 
way  we  got  it  from  Germany,  from  England,  from  France,  and 
other  countries.  I  find  in  this  bill— while  I  will  not  undertake  to 
criticize  your  bill  in  detail  and  that  is  not  my  purpose — ^provisions 
along  the  line  of  paternalism,  and  I  trust  that  this  Government  will 
pause  before  it  adopts  a  law  for  the  District  of  Columbia  which  may 
be  carried  out  into  these  other  States  and  be  cited  as  something  on 
which  the  United  States  Government  is  embarking. 

I  said  just  now  that  the  insurance  business  is  highly  technical.  I 
find  in  this  biU  a  proviaion  that  the  premium  rates  shall  be  calculated 
so  as  to  provide  adequate  reserves  and  a  reasonable  surplus.  That  is 
a  highly  technical  feature  of  the  bill,  and  it  you  do  have  premium 
rates  which  will  be  adequate  on  a  reserve  basis  and  also  provide  for  a 
surplus  then  you  can  not,  it  seems  to  me,  do  other  than  all  the  com- 
panies that  have  spent  years  and  years  in  the  business  can  (lo. 

I  do  not  understand  that  there  "is  a  demand  for  such  legislation  as 
this,  and  while  I  beheve  it  is  all  right  to  have  a  worknian's  compensa- 
tion statute  and  an  industrial  commission  to  ascertain  the  claims,  I 
beheve  that  is  as  far  as  the  National  Government  or  the  State  gov- 
ernment should  go.  I  do  not  believe  that  we  want  more  government 
in  matters  of  this  tdnd.  I  bdieve,  Mr.  Chairman,  that  such  laws 
tend  to  destroy  individual  initiative,  tend  to  destroy  individual 
independence;  they  tend  to  make  each  individual  who  comes  under 
such  laws  feel  that  the  Government  looks  after  everything;  that  he 
is  a  ward  of  the  Government.  They  do  not  tend  to  greater  inde- 
pendence in  a  man,  and  to  that  extent,  I  believe,  they  do  not  tend  to 
create  that  kind  of  ciUzensh^>  whioh  we  believe  ha&  made  America 
what  she  is  to-day. 

You  can  say  you  know  better  about  this  than  I  do,  and  perhaps 
you  do;  I  turn  not  here  to  say  you  may  not;  I  am  simplv  here  to 
say  that  for  the  past  25  years  I  nave  mixed  and  associated  with  the 
people  whom  I  represent  in  all  States  of  this  Union,  and  I  come  to 
say  that  your  bill  will  not  affect  me  in  my  business  in  any  way 
directly,  but  that  we  believe  that  the  bill  is  monopolistic:  we  believe 
it  is  paternalistic;  we  believe  it  is  not  needed,  and  we  believe  it 
ought  not  be  to  passed. 
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Now,  Mr.  Chairman,  I  have  taken  up  just  as  much  of  your  time  as 

I  ought  to  take  up.  .  .      ,     .      v  «  * 

Mr.  ItaoERALD.  Take  the  jnroposition  of  paternalism  as  it  atlects 
the  working  men.  Your  idea  is  that  a  person  who  feels  that  some- 
body is  looking  after  him,  and  that  he  does  not  have  to  feel  all  the 
responsibilitT  that  persons  ought  to  feel  in  strugglmg  along  m  this 
world,  has  his  initiative  destroyed  to  some  extent  and,  thereby,  he 
ceases  to  be  a  forceful  unit  in  the  community?  Is  that  your  idea  of 
patemaham-T-that  is,  that  it  has  such  a  vicious  tendency  upon  the 

Montague.  Yes;  I  think  your  bill  carries  into  it  the  pater- 
nalistic idea.  For  instance,  in  section  7,  it  is  provided  that  when 
an  injury  occurs  the  district  insurance  fund  is  to  furnish  such  niedical , 
surgical,  and  hospital  services  and  supplies  as  the  need  of  the  injured 
may  require.    There  you  take  charge  of  him  immediately  as  a  state 

proposition.  ,  .  •  i      i?    t  j. 

Mr.  Fitzgerald.  What  I  am  trying  to  get  at  is  your  idea  of  what 
the  objection  to  paternalism  is,  which  I  think  you  have  very  well 
expressed,  and  then  I  want  to  ask  you  this,  as  it  affects  the  working 
man  or  the  person  in  employment  more  or  less  hazardous:  What 
difference  does  it  make  whether  the  Government  reaches  out  and 
compels  an  employer  to  provide  all  of  these  things  or  whether  the 
Government  has  a  fund,  a  State  fund  or  a  distarict  fund,  and  pays 
a  man  out  of  that  so  long  as  he  gets  the  same  treatment  ?  Is  it  not 
paternalistic  in  both  cases?  ^ 

Mr.  Montague.  Do  you  mean  where  you  pass  a  workman  s  com- 
pensation act? 

Mr.  EiTZGERALD.  Yes.   In  its  very  essense  is  not  a  compensation 

bill  paternalistic  9  r^,     r^  i. 

m.  Montague.  No;  not  in  the  same  way.  The  Government 
does  pass  many  laws  providii^  that  people  shall  do  this  or  shah  not 
do  that,  but  it  leaves  the  fieW  open  to  every  man  to  engage  m  this 
business  or  that  business  and  get  his  part  of  the  busmess;  it  does  not 
imdertake  to  take  over  any  kind  of  business,  as  a  rule. 

Mr.  Fitzgerald.  That  is  the  monopolistic  feature,  but  what  I  am 
talidng  about  is  the  paternalistic  feature.  If  the  Government 
Gompds  a  workman  to  be  protected  either  by  an  insurance  company 
or  by  a  State  fund  is  there  any  distinction  as  between  the  paternahstio 
features  of  fflther  plan  ?  , 

Mr.  Montague.  I  think  there  is;  I  thmk  it  is  markedly  different. 
My  objection  to  it  is  the  hookmg  up  of  the  Goremment  to  all  kmds 
of  business,  and  if  you  can  hook  it  up  witJi  the  insurance  busmess, 
which  is  not  interstate,  why  may  you  not  hook  it  up  with  otheir 
kinds  of  business  which  are  interstate,  or,  at  least,  much  of  it? 

Mr.  Fitzgerald.  But  it  seems  to  me  you  are  getting  the  mono- 
polistic features  of  this  mixed  up  with  the  paternalistic  features. 

Mr.  Montague.  You  admit  it  is  monopolistic  ? 

Mr.  Underbill.  It  is  a  function  of  the  Government  to  protect  its 
people  but  it  is  not  a  function  of  the  Government  to  go  into  busmess. 

Mr.  Montague.  But  m  these  later  days  we  are  stretching  over; 
we  are  stretching  over  and  getting  into  matters  which  100  years  ago 
our  fathers  would  never  have  permitted  of  getting  into,  and  we  have 
gone  a  little  further  and  a  little  further  until  the  Government  has 
broadened  itself  out  and  is  doing  a  great  deal  of  business. 
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Now,  the  fratemalists  supported  the  war  insurance  and  thought  it 
was  all  right;  we  went  that  far  and  no  ftirther,  and  no  furthw  wUl 

we  go,  because  we  feel  it  is  an  entering  wedge;  that  is  what  we  feel, 
that  it  is  an  entering  wedge  into  this  insurance  business  and  that  it 
will  destroy  our  fraternal  system.  You  may  say,  "You  are  all 
wrong  about  that."  But  the  National  Fraternal  Congress  for  the 
last  three  years  has  at  each  annual  meeting,  representing  92  of  these 
fraternal  societies,  passed  a  resolution  against  this  and  every  other 
form  of  State  insuraiioe,  and  on  that  pUtform,  Mr.  Chairman,  we 
stand.  We  represent  wb  voters  of  this  country  in  large  measure 
and  if,  after  ddiberating  and  considering  our  positimi  in  the  matter, 
we  come  to  that  conclusion  then  it  is  our  business  to  come  and  tell 
the  public  representatives  of  our  people,  whether  in  the  Stat^  or  in 
this  Capitol,  what  we  want  and  what  we  do  not  want.  I  respect- 
fully ask  that  you  give  very  careful  consideration  to  this  measure 
before  you  enact  it  into  law  for  the  District  of  Columbia. 

Mr.  Fitzgerald.  On  the  proposition  of  the  highly  technical 
eJiaracter  of  tJOie  reserve,  the  surplus,  and  the  premiums  to  be  as- 
sessed, do  you  know  omiand  whether  or  not  tm  Ohio  State  fund 
started  in  the  same  way  ? 

Mr.  Montague.  I  know  tiiey  have  a  State  fund. 

Mr.  Fitzgerald.  I  know  they  have  accumulated  millions  of 
dollars  in  surplus  and  reserve,  but  I  was  wondering  whether  or  not 
they  started  without  any  capital  stock,  as  it  were,  that  is,  any  large 
amount  set  aside  to  start  it  off. 

Mr.  Montague.  I  do  not  know  what  the  original  appropriation 
was,  but  I  see  that  here  it  is  $50,000.  You  do  provide  for  adequate 
reserves,  you  do  provide  for  a  sulcus,  and  you  do  provide  that 
the  commission  may,  in  any  case,  open  up  an  original  daim,  increase 
it,  etc.  Now,  it  seems  to  me  that  of  itself  is  a  feature  which  de- 
stroys the  real  permanency  of  an  ascertainment  of  a  premium  rate 
and"  puts  it  into  uncertainty.  1  have  checked  this  bill,  and  there 
are  many  features  that  I  might  suggest  to  you  gentlemen,  but  I  am 
not  going  to  do  that. 

Mr.  Fitzgerald.  If  you  have  any  other  ideas  in  connection  with 
this  bill  the  committee  will  be  very  glad  to  receive  from  you  a  memo- 
randum as  to  any  part  of  it. 

Mr.  Montagus.  I  do  not  want  to  take  your  lame  for  the  purpose 
of  going  into  the  details  of  this  measure  beeause  I  am  sure  these 
people  will  go  into  them.  I  am  just  here  and  in  the  most  respect- 
ful sort  of  way  am  telling  you  the  position  I  occupy,  hoping  that 
that  position  in  the  fraternal  world  is  such  as  to  receive  some  con- 
sideration at  your  hands. 

Mr.  Fitzoekald.  If  Mr.  Duffy,  of  Ohio,  is  here,  we  wiU  now  hear 
him. 

STATBMEVT  OF  MS.  T.  JT.  DUFFY. 

Mr.  DuPFT.  Mr,  Chairman,  before  I  continue,  may  I  inquire  how 
much  time  I  will  have  ? 

Mr.  Fitzgerald.  We  aim  to  give  you  as  much  time  as  is  necessary 

to  cover  the  held.  I  think  Father  McGowan  is  here,  and  Mr.  Jones, 
and  I  do  not  know  how  much  time  they  have  in  mind  to  use.  Mr. 
Jones  says  five  minutes,  and  if  possible  we  will  hear  Father  McGowan 
for  a  httle  time. 
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Mr.  Duffy.  Mr.  Chairman  and  members  of  the  committee.  Fol- 
lowing the  example  of  the  gentleman  who  preceded  me,  I  might  saT 
that  I  am  chairman  of  the  Industrial  Commission  of  Ohio.  It  will 
be  10  years  next  July  since  I  was  appointed  to  the  first  board  that, 
was  established  to  administer  the  workman's  compensation  law  in 
the  State  of  Ohio,  and  I  have  been  in  continuous  service,  devoting  my 
entire  time  to  that  work. 

I  hope  that  the  members  of  this  committee  and  the  Members  of 
the  House  and  Senate  of  the  United  States  in  passing  upon  this  bill 
will  look  through  the  smoke  screen  of  prejudice  and  m^e  mawky 
sentiments  that  we  find  presented,  for  no  other  purpose  than  to- 
mislead  concerning  the  merits  of  this  proposition. 

First,  let  me  take  up  the  question  of  its  practicabihty,  because,, 
when  this  measure  whs  before  us  in  Ohio,  back  in  1911,  we  were  told 
that  it  was  impossible  for  the  State  to  achieve  success  in  the  estab- 
hdliment  and  administration  of  a  State  insurance  fund.  We  have 
now  had  that  for  nine  years;  two  years  of  that  time  the  law  was- 
administered  as  an  optional  law,  it  was  not  compulsory,  and  during- 
that  time  we  had  to  encounter  the  strenuous  opposition  of  the  insure 
ance  companies.  According  to  their  own  statements  they  had  at 
that  time  6,000  agents  in  the  State  of  Ohio  who  were  solicitmg- 
employer's  habihtv  insurance  and  doing  other  work  incident  to  the 
carrying  of  that  insurance.  At  every  turn  we  met  these  6,000  nien,. 
and  through  Misrepresentation,  perhaps  honest  from  their  viewpoint, 
and  throi^h  every  energy  that  they  could  exert  they  attempted  to 
prevent  me  success  of  this  socialistic  theory,  as  they  termed  it. 
Now,  then,  what  has  been  the  result?  During  that  traie  we  have 
collected,  in  round  figures,  $67,000,000. 

Mr.  Underhill.  What  did  you  start  with? 

Mr.  Duffy.  The  law  first  went  mto  effect  March  4,  1912,  and  the 
compulsory  law  January  1,  1914. 

Mr.  Fitzgerald.  Mr.  Underhill  asked  you  how  much  money  you 
started  with. 

Mr.  DuFFT.  Not  a  cent.  We  had  the  task  of  getting  somebody  to 
come  across  and  pay  these  first  presniums  into  an  empty  fund;  there 
was  not  a  cent  appropriated  for  what  you  might  call  working  capital. 

Mr.  Fitzgerald.  The  reason  we  are  interested  in  that  is  because 

it  has  been  very  ably  argued  before  the  committee  that  it  is  very 
foolish  and  unbusinesslike  to  start  with  only  S50,000,  because  the 
insurance  companies  have  to  start  with  capital  stock  and  a  surplus, 
and  that  the  fund  is  likely  to  be  depleted  promptly  and  brmg  the 
whole  t]nng  into  contempt. 

Mr.  Duffy.  I  would  not  say  it  is  wise  to  start  without  any  capital 
at  all,  but  I  would  say  that  $50,000  should  see  it  through,  because 
there  is  this  to  be  considered:  You  collect  your  premiums  m  advance; 
your  compensation  is  paid  out  in  weekly,  biweekly,  or  monthly  in- 
stallments, and  during  that  time  you  are  collecting  premiums,  and 
you  have  an  opportunity  to  work  out  your  problems  from  an  actuarial 
standpoint. 

Mr.  Underhill.  Do  you  know  how  many  subscribers  you  had 
originally? 

Mr.  Duffy.  Of  course,  we  had  none  when  we  started;  we  had  to 
get  them. 
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'  Mr.  Undekoill.  But  you  say  that  when  the  compulsory  law  went 
into  effect  

Mr.  Duffy  (interposing).  I  could  not  give  you  the  exact  number 
when  the  compulsory  law  went  into  effect,  but  we  probably  had  loss 
than  a  quarter  of  a  million  dollars  in  the  fund  at  the  time  the  com- 
pulsory law  was  passed,  but  we  had  probably  $1,000,000  or  more  at 
the  time  it  went  into  effect.  Of  course,  some  of  that  was  probably 
paid  in  because  it  was. seen  to  be  inevitable  that  they  had  to  come  in 
■on  a  cc»'tdn  date  and  some  got  in  before  that  time.  Now,  then,  at 
the  present  time  we  have  what  might  ordinarily  be  called  a  balance 
of  about  $37,000,000  which,  of  course,  is  subject  to  all  the  obligations 
for  pending  claims,  reserves,  etc.;  it  would  probably  take  between 
$31,000,000  and  $32,000,000  to  pay  off  all  the  obligations  now  out- 
standing, so  that  there  is  approximately  $4,000,000  or  $5,000,000 
<;lear  of  all  obligations.  We  have  on  two  occasions  in  the  past  given 
rebates;  in  one  instance  they  amounted  to  $1,200,000,  and  the  prob- 
«biUtie8  are  that  on  the  coming  July  1  there  will  be  a  rebate  of  be- 
tween $2,000,000  and  $3,000,000.  Now,  last  year  our  fnoi  earned 
in  interest  

Mr.  FrrzGERALD  (interposing).  The  rebates  to  which  you  refer 
Tepresented  a  return  to  the  manufacturers  and  other  subscribers  ? 

Mr.  Duffy.  Yes;  all  the  subscribers  to  the  fund  who  participated. 

Mr.  Underhill.  In  the  meantime  the  society  has  borne  the  ex- 
pense of  this  thing  ? 

Mr.  Duffy.  No;  I  would  not  say  the  society  has  borne  the  expense, 
but  out  rates,  at  that,  have  been  probably  50  and  60  and  not  more 
than  75  per  cent  of  what  the  insurance  companies  axe  diarguig  in 
other  States  where  the  obligations  under  the  law  are  not  any  greater 
than  in  Ohio. 

Mr.  Underhill.  But  the  taxpayers  paid  for  the  administration? 
Mr.  Duffy.  Yes ;  as  they  do  in  all  other  States. 
Mr.  F.  R.  Jones.  Not  all  of  them. 

Mr,  Duffy.  What  States  do  not  pay  for  the  administaration  of 
the  workmen's  compensation  law  ? 

Mr.  F.  K.  Jones.  In  New  Y(^k  the  insurance  cairi^  pay  the  cost 
of  administration. 

Mr.  Duffy.  The  iosurance  carriers  pay  the  expense  I 

Mr.  F.  R.  Jones.  They  do. 

Mr.  Duffy.  They  pay  a  proportion  of  the  expense. 
Mr.  F.  R.  Jones.  They  pay  the  entire  expense. 
Mr.  Duffy.  I  say  that  is  not  so. 

Mr.  F.  R.  Jones.  As  far  as  compensation  is  concerned. 
Mr.  Duffy.  Oh,  no;  they  have  a  State  fund. 
Dr.  Andrews.  That  is  by  more  recent  l^islation. 
Mr.  F.  R.  Jones.  About  three  or  four  years  »go. 
Dr.  Andeews.  Two  years  ago. 

Mi*.  Duffy.  I  intend,  to  take  up  many  of  these  points,  but  I  do 

not  want  to  get  on  them  now. 

Mr.  Fitzgerald.  You  might  let  him  go  on,  Mr.  Jones,  and  not 
interrupt. 

Mr.  Duffy.  This  is  a  problem  in  which  society  is  interested,  and 
any  workmen's  compensation  law  which  you  impose  is  an  additional 
burden  on  society,  and  the  thing  that  brought  it  about  was  the 
neo^HStity  to  do  justice  to  an  individual  who  tecmved  an  infury  in 
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the  course  of  employment  and  to  Feiieye  society  of  a  condition  that 
was  a  greater  menace  to  American  institutions  than  any  govern- 
mental function  can  ever  be,  and  in  passing  such  laws  a  great  ourden 

of  expense  was  taken  off  of  the  courts.  Now,  an  attempt  is  being 
made,  not  only  here  but  throughout  the  country,  to  show  that  you 
are  taxing  the  people  of  the  States  when  you  ask  them  to  contribute 
the  cost  of  administration.  The  employer  pays  his  part;  labor  pays 
its  part;  and  the  State,  in  Ohio,  is  only  asked  to  contribute  the 
eqmyalent  of  3  cent  of  the  earned  premium  collected,  and  .  if 
there  is  any  man  whose  patriotism  is  not  willing  to  contribute  3  per 
cent  to  help  solve  a  proolem  such  as  this,  then  I  do  not  caire  to  be 
put  in  that  class  of  patriots. 

Mr.  Fitzgerald.  Have  you  any  figures  showing  how  much  the 
State  saves  by  the  elimination  of  all  the  court  controversies  and 
troubles  ^    Has  such  an  estimate  ever  been  made  ? 

Mr.  Duffy.  That  has  never  been  estimated;  an  attempt  was  made,, 
but  you  may  remember  that  in  the  State  of  Ohio,  just  about  the 
time  this  went  into  effect,  tAkexe  was  a  redistrictii^  of  the  courts,  ajid 
that  so  complicated  the  matter  that  it  is  very  dvmcult  to  figure  out 
and  have  any  figures  that  could  be  reliable. 

Mr.  Montague.  Mr.  Chairman,  may  I  ask  him  if  the  cost  of  court 
administration  has  decreased  since  that  law  went  mto  effect,  or  does* 
that  law  actually  affect  the  expenses  of  the  courts  ? 

Mr.  Duffy.  The  cost  of  the  courts  remains  about  the  same,  but 
the  congestion  in  the  courts  is  greater.  The  reason  for  that  is  that 
there  has  been  an  increase  in  the  other  business  of  the  State.  That 
has  been  growing,  but  since  that  time  the  courts  have  not  been 
increased.  I  am  speaking  of  Ohio,  and  I  do  not  know  about  the 
other  States.  For  Uie  calendar  year  1920  our  fund  earned  $1,400,000, 
and  the  cost  of  administeation  during  that  time  was  approximately 
$375,000.  Therefore  you  can  see  that  the  interest  alone  is  no  child  a 
figures,  but  it  is  more  than  three  times  the  equivalent  of  the  cost  of 
administration.  For  the  present  year  that  earning  will  run  to 
pro])ably  $1,750,000.  During  that  time,  just  as  a  mere  incident  in 
connection  with  this,  we  have  purchased  in  the  State  of  Ohio 
$43,000,000  worth  of  municipal  bonds,  road  bonds,  school  bonds,  etc. 
Most  of  those  bonds  were  purchased  under  conditions  where  the 
banks  were  unable  to  take  the  bonds,  as  during  the  war  period  and 
during  the  present  period  when  money  is  so  scarce.  That  $43,000,000 
was  used  to  improve  the  roads  of  the  State,  and  to  buUd  schoolhouses 
for  the  State,  and  to  give  employment  to  the  people  engaged  in  that 
work.  Had  it  been  an  insurance  company,  that  money  would  have 
gone  to  New  Haven,  New  York,  and,  perhaps,  some  of  it  to  Europe. 
That,  however,  has  nothing  to  do  with  the  principle,  but  it  is  probably 
an  item  that  is  worthy  of  consideration  from  the  standpoint  of 
statesmanship. 

Mr.  Undbbhill.  All  of  it  is  exempt  from  taxaUon  9 

Mr.  Duffy.  Yes,  sir;  they  are  tax  exemi>t* 

Mr.  Underhiix.  You  must  have  taxes  in  order  to  carry  on  the 

business  of  the  Government. 

Mr.  Duffy.  It  is  not  customary  for  the  Government  to  tax  itself,. 
is  it  ? 

Mr.  IlNDERmLL.  No ;  but  if  it  takes  over  all  lines  of  business,  where 
will  you  get  your  revenue  i 
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Mr.  Duffy.  Let  me  ask  you  a  question  there.  I  am  one  of  those 
who  is  opposed  to  the  Government  taking  over  all  hues  of  business, 
and  I  am  also  one  of  those  who  does  not  think  that  this  Government 
is  so  weak  that  the  closer  it  brings  the  individual  citizen  in  touch 
with  the  Government  the  more  jeopardy  the  Government  is  placed 
in.  I  would  mudi  rather  that  the  Government  should  provide  the 
fund  to  take  care  of  these  victims  of  industrial  accidents,  and 
thereby  show  them  that  they  can  trust  the  Government  to  do  jus- 
tice, than  to  have  the  Government  turn  them  over  to  a  private 
agency  which  will  take  advantage  of  their  unfortunate  condition  and 
make  a  profit  out  of  their  misfortunes,  implanting  in  their  hearts  a 
hatred  of  the  Government  which  they  now  love. 

Now,  you  say  that  is  socialism.  If  I  can  not  show  you  the  con- 
trary by  argument,  then  I  am  willing  to  give  way  on  tiiis  to  you^ 
There  is  not  anyone  who  contends  that  he  has  any  natural  right  to 
write  either  workmen's  compensation  insurance  or  employers'  liar 
bility  insurance.  That  is  something  that  does  not  exist  as  a  natural 
right.  Wherever  workmen's  compensation  insurance  exists  or  wher- 
ever employers'  liability  insurance  exists  it  exists  because  a  proper 
legislative  tribunal  has  passed  a  law  imposing  that  obligation  upon 
the  employer,  and  conferring  the  right  upon  the  injured  worker  to 
that  benefit.  Now,  when  the  State  does  that  it  does  it  as  a  matter 
of  public  policy.  That  being  true,  how  can  it  be  said  that  when  a 
State  brings  into  existence  such  an  insurance  as  a  matter  of  public 
policy  to  take  care  of  a  public  need,  such  business  should  be  left  to 
private  enterprise  rather  than  to  pubUc  control?  I  am  not  now 
speaking  of  that  public  policy  which  regulates  or  restricts  a  business 
that  has  already  been  brought  into  existence  and  which  naturally 
needs  regulation,  but  I  am  speaking  of  that  pubhc  policy  which  gives 
life  and  being  to  something  that  does  not  exist  without  lej^islative 
enactment.  The  manufacturing  business  and  agricultural  business 
exist  because  they  supply  the  natm-al  needs  of  man.  The  same  thing 
is  true  with  regard  to  life  insurance,  general  accident  insurance,  ana. 
fire  insurance,  because  there  would  be  a  need  for  those  things  if  there 
were  no  law  regulating  them  or  regarding  them.  Do  the  employers, 
want  their  business  put  upon  the  same  levd  as  employers'  liability 
or  workmen's  compensation  insurance?  That  would  be  shallow 
reasoning. 

Mr.  UxDERmLL.  What  positions  have  you  occupied  ? 

Mr.  Duffy.  At  the  present  time  I  am  a  lawyer,  in  addition  to 
being  a  member  of  the  commission;  for  10  years  I  was  president 
of  a  labor  organization,  and  have  also  been  a  bank  director.  For- 
tunately, I  can  say  that  I  can  brush  shoulders  with  people  who  are^ 
perhaps^  in  the  millionaire  class,  and  I  can  brush  shoulders  with  those 
who  are  away  down  in  the  scale,  and  thev  do  not  look  any  different 
to  me.  I  have  the  same  respect  for  each  of  them,  so  long  as  they 
have  the  right  qualities  of  manhood.  Let  me  finish  that  point:  In 
1918  we  made  a  comparison,  and  in  doing  so  we  went  to  considerable 
trouble.  We  took  our  risks,  or  the  same  risks  that  we  had  collected 
premiums  on,  and  we  took  the  New  York  manual  and  applied  it  to 
those  risks,  and,  as  you  may  see  by  the  published  reports,  we  found 
what  the  result  woiild  have  been  if  we  had  been  chai^ng  the  em- 
ployers of  Ohio  the  same  rates  as  the  insurance  comnanies  charged 
the  employes  of  New  York.   We  found  that  if  we  had  done  that,. 
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we  would  have  collected  $6,782,278.59  more  from  the  employers  of 
Ohio.  Now,  I  believe  that  it  is  not  at  all  impertinent  to  say  that  we 
should  expect  our  legislatures,  whether  State  or  national,  to  show 
foresight  and  wise  statesmanship  in  the  passage  of  any  law. 

Now  let  me  just  call  your  attention  to  this,  and,  m  doing  so,  I 
only  want  to  go  back  to  September  of  last  year,  in  order  to  answer 
some  argmnents  that  have  already  been  advanced  here:  We  were 
told  as  late  as  last  September  that  the  problem  of  this  Nation  was 
the  problem  of  production;  that  the  laboring  people  were  not  pro- 
ducincr  sufficiently  and  that  there  was  a  scarcity  of  necessary  things  , 
and  it^'was  argued  that  because  of  our  inability  to  get  things  they  had 
to  charge  exorbitant  prices.  Now,  then,  we  go  on  for  about  three 
months^  and  come  to  the  present  dav,  when  we  have  in  this  country 
between  3,000,000  and  4,000,000  people  thrown  out  of  employment. 
There  is  all  the  waste  mcident  to  theu-  lack  of  employment;  they 
are  not  producers,  and  society  is  suffering  from  that  condition.  The 
pomt  I  am  making  is  this:  To  take  an  illustration,  society,  or  the 
mdustrial  end  of  it,  may  be  represented  as  an  inverted  pyramid,  and 
the  more  nonproducing  factors  you  put  upon  that  inverted  p3^amid 
the  heavier  the  burden  is  upon  the  labor  at  the  bottom  of  the  pyra- 
mid, consequently,  the  less  you  have  to  give  to  the  producers,  because 
it  is  being  absorbed  by  the  nonproducing  factors.  Now,  then,  if 
the  employers  of  Ohio,  or,  as  Mr.  Hooks  shows  in  his  report,  the 
employers  of  the  Nation,  have  $30,000,000  or  $40,000,000  that  they 
do  not  need  in  the  production  of  the  necessities  or  the  necessary 
commodities  of  life,  then  let  us  put  that  into  the  pay  envelopes  of 
the  employees  rather  than  into  the  coffers  of  insurance  companies. 
I  submit  to  you  that  it  would  do  far  more  to  instill  patriotism  and 
love  of  America  in  the  hearts  of  the  laboring  people  than  would  be 
the  case  if  you  gave  that  $30,000,000  or  $40,000,000  to  a  factor  that 
does  not  add  one  iota  to  the  necessary  service  of  the  country. 

Mr.  Underbill.  You  are  speaking  about  th(^  nonproducer,  but  the 
more  Government  operation  you  have,  the  more  noiiproducers  you 
will  have.  As  you  take  men  from  industry,  from  trades  or  pro- 
fessions, and  put  them  on  the  Government  pay  roll,  you  are  making 
nonproducers.  Is  it  not  fair  to  assume  that  the  clerks,  solicitors, 
and  other  employees  in  connection  with  the  insurance  business  are 
as  much  entitled  to  make  a  living  and  to  receive  some  benefit  from 
this  $60,000,000,  $70,000,000,  or  $80,000,000  as  any  other  class  of 
people  in  the  community  ? 

Mr.  Duffy.  They  are  just  as  much  entitled  to  their  pay  as  anyone 
else  if  they  work  for  it.  If  they  earn  their  pay  it  is  just  to  give  it  to 
them,  but  can  we,  from  the  standpoint  of  American  statesmanship, 
stop  at  that  point?  Should  we  not  consider  the  question  of  whether 
or  not  we  shiul  select  the  most  expensive  method  or  should  select  the 
least  expensive  method? 

Mr.  Underhill.  That  is  a  question  of  opinion.  According  to 
your  previous  statement,  you  would  be  in  favor  of  the  Government 
running  the  railroads  or  transportation  systems,  the  farms,  and 
everything  that  enters  into  the  aosolute  necessities  of  life. 

Mr.  Duffy.  Not  at  all. 

Mr.  Underhill.  You  could  not  stoop,  or  you  could  not  make  any 
line  of  demarcation  there. 
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Mr.  DuFPT.  With  all  due  respect  to  you,  let  me  say  this,  that  that 
is  the  fault  of  those  who  are  opposing  a  measure  of  this  kind.  To  use 
a  common  expression,  they  can  not  see  why  within  a  year  or  two  af  t« 
a  measure  of  this  kind  is  adopted  we  shall  not  have  an  overwhdming 

wave  of  socialism  that  is  going  to  absorb  all  of  the  business  of  the 
country.  They  told  us  that  in  Ohio  10  years  ago,  and  there  is  less 
socialism  in  Oliio  to-day  than  there  was  10  years  ago.  I  defy  a  con- 
tradiction of  that  statement.  There  are  certain  things  that  it  is 
pn^er  for  the  Government  to  do.   For  instance,  let  me  take  up  this 

proportion  of  monopoly.  . 

Mr.  Undbbhill.  Ri^t  along  ttiat  line,  you  beheve  m  a  Gov«ii- 
ment  monopoly  of  the  insurance  business  in  Ohio  ? 

Mr.  Duffy.  I  certainlv  do. 

Mr.  UNDERfflLL.  And  "the  people  of  North  Dakota  and  some  out  m 
Minnesota  believe  in  a  Government  monopoly  in  grain  elevators, 
banks,  and  all  that  sort  of  thing.  The  people  of  Massachusetts  might 
believe  in  a  Government  monopoly  of  something  else,  and  so  on 
through  all  those  things  until  we  will  find  that,  perhaps  a  large  part 
of  tiie  people  bdieve  in  Government  ownership  or  in  Government 
monopoly.  If  we  should  continue  alon^  all  those  lines  and  listm  to 
all  of  those  people,  we  will  have  a  socialistic  form  of  Goveram«it, 
and,  perhaps,  by  and  by  we  will  become  Russianized. 

]^h\  Duffy.  No,  sir.  You  and  I  are  aiming  at  the  same  thing,  but 
I  believe  that  your  methods  will  more  certainly  lead  to  socialism  than 
those  I  propose.  If  you  could  have  your  way,  and  I  do  not  mean 
that  disrespectfully  

Mr.  Undbbhill  (interposing).  Go  as  far  as  you  like. 

Mr.  DuFPT.  If  you  could  have  your  way,  you  would  have  socialism 
long  before  you  would  have  it  under  my  method. 

Mr.  Undbbhill.  You  and  I  both  wiU  be  dead  before  that  time, 

I  hope.  .  I.-     J.  J 

Mr.  Duffy.  Probably  so.  Now,  let  us  take  it  from  this  stand- 
point :  Here  is  this  argument  about  monopoly  from  the  lawyers  who 
are  present,  and  I  might  ask  them  this  question:  Do  you  know  of 
any  State  function  that  is  not  monopolistic  ?  Do  you  know  of  any 
State  function  or  a  strictly  governmental  function  that  is  m  com- 
petition with  any  private  agency  ?  About  the  only  thing  I  can  think 
of  is  the  parcels  post  service  in  competition  with  the  express  com- 
panies. That  is  the  only  thing.  Now  thm,  I  say  this,  that  I  am 
opposed  to  the  State  entering  into  competition  with  private  «iter- 
prise.  I  believe  that  the  State  should  only  take  on  any  business 
which  by  its  very  nature  should  be  a  monopoly,  and  where  it  is  a 
proper  function  for  the  State.  If  you  will  go  back  to  the  old  feudal 
system,  you  will  find  that  the  man  who  held  an  estate,  because  of 
his  holding  of  the  estate,  had  certain  judicial  powers. 

The  State  has  a  monopoly  of  jucUcial  power  now,  and  there  is 
nobody  who  would  be  willing  to  put  judicial  power  into  private 
hands  to-day.  Let  us  go  back,  for  not  so  many  generations  either, 
and  you  will  find  that  governments  farmed  out  the  collection  of 
taxes.  The  laws  provided  for  the  collection  of  taxes  by  private 
enterprise  which  derived  a  profit  from  it,  but  we  know  that  no 
Amenean  citizen  would  stand  to-day  for  the  proposition  of  farming 
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out  the  collection  of  taxes  by  private  interests  that  would  derive  a 
profit  from  them.  Take  the  public  school  system,  and  that  is  a 
monopoly  of  a  kind.  You  and  I  are  compelled  to  contribute  to  the 
sclioolfund,  although,  of  course,  we  have  the  right  to  build  priyate 
schools  and  maintain  them  at  our  own  expense.  That,  however, 
does  not  exempt  us  from  our  compulsory  contribution  to  the  public 
school  funds.  Why  is  that?  It  is  because  we  have  decided  that 
schools  are  necessary  for  the  preservation  and  perpetuity  of  the 
institutions  of  our  Government.    This  is  upon  the  same  principle. 

Mr.  Undbrhill.  But  you  do  not  say  that  a  person  shall  not  carry 
on  a  school  or  imiversity  as  a  private  enterprise  and  at  a  profit,  nor 
can  you  contend  that  we  do  not  have  the  privilege  of  sending  our 
children  to  a  parochial  school  or  any  other  school  we  see  fit. 

Mr.  Duffy.  No,  sir;  I  do  not  say  that,  and  if  the  employer  wants 
to  give  the  workingman  from  fifteen  to  twenty-five  dollars  per  week 
over  and  above  what  this  law  gives  him,  he  can  do  it.  If  he  com- 
plies with  this  law,  he  can  do  anything  over  and  above  that  if  he 
wants  to — that  is,  it  he  wants  to  do  it  in  addition.  He  has  to  show 
that  he  has  complied  with  the  law,  but  anything  that  he  wants  to 
do  in  addition  to  that,  he  is  free  to  do. 

Mr.  Bbasheabs.  May  I  ask  the  gentiieman  two  questions  in  re- 
gard to  the  State  fund  in  Ohio  % 

Mr.  Fitzgerald.  Yes. 

Mr.  Brashears.  He  told  us  a  moment  ago  that  the  premiums 
collected  would  have  been  several  million  dollars  greater  if  they  had 
been  charged  in  accordance  with  the  New  York  standard,  and  he 
arrived  at  that  by  a  comparison  between  the  Ohio  rates  and  the  New 
York  rates.  Now,  I  am  curious  to  know  whether  he  examined  all 
of  the  Ohio  risks  in  arriving  at  tiiat  figure. 

Mr.  DuiTT.  Yes,  sir;  all  of  our  Ohio  risks  were  exammed. 

Mr.  Bbasheabs.  You  reached  that  according  to  the  New  York 
rate,  and  found  that  they  were  all  rated  m  aceordaoce  with  the  Mew 
York  rates  ? 

Mr.  Duffy.  Yes,  sir. 

Mr.  Brashears.  Did  you  take  into  consideration  the  contribution 
of  those  risks  necessary  to  be  made  to  the  New  York  fund  to  carry 
the  expense  of  the  fund,  which  in  Ohio  is  carried  from  taxes  ? 

Mr.  DuMT.  Yes,  sir;  that  was  all  considered.  I  think  the  m- 
surance  companies  had  copies  of  that  pamphlet. 

Mr.  Brashisabs.  Despite  that,  you  did  not  know  that  New  York 
required  a  contribution  i  .  . 

Mr.  Duffy.  Yes,  sir  ;  I  knew  there  was  some  contribution  recjuirea, 
but  the  contribution  does  not  cover  the  cost  of  administering  im 

law.  .J 

Mr.  Brasheabs.  No;  but  the  Ohio  taxpayer  provides  an  indepen- 
dent fund.  1     T  ^1.  •  1  i. 
Mr.  Duffy.  I  think  I  have  given  the  reason  why  i  thmk  that 

should  be.  .  i   ^      x  • 

Mr.  Bbasheabs.  One  other  question:  Do  you  know  what  contri- 
bulaon  the  State  of  Ohio  lost  by  reason  of  the  failure  to  collect  taxes 
from  private  companies  that  might  have  been  engaged  in  the  writmg 
of  those  policies— that  is,  for  every  premium  collected  the  State  of 
Ohio  would  have  received  revenue  m  the  form  of  taxation  upon 
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that  collection.  Now,  the  moneys  that  are  paid  mto  this  insurance 
fund  are  exempt  from  taxation.  Have  you  made  any  computation 
to  see  how  much  the  State  of  Ohio  loses  by  reason  of  those  taxes 
going  into  a  State  fund  instead  of  going  where  they  would  be  subject 

to  taxation?  ^  i    i  •      *u  * 

Mr  Duffy.  I  never  had  reason  to  look  mto  that.  ^ 

Mr!  Brasheabs.  Of  course,  you  reatize  tJiat  the  copP^^^^f^  J^*^! 

would  be  much  higher  of  necessity— that  is  to  say,  the  addition  of 

the  taxes  would  make  the  rate  higher.  fko* 
Mr.  Duffy.  Yes;  as  much  as  that  would  add.    I  concede  that  as 

^^^'bSshears.  There  is  one  other  question:  You  are  suiiiciently 
famiUar  with  this  bill  to  know  that  the  expeiise  of  the  insurance  tund 
designed  for  the  District  of  Columbia  is  to  be  paid  out  of  the  contu- 
bution  of  premiums,  with  but  a  small  exception. 

Mr.  Duffy.  I  am  not  interested  in  that  phase  of  it.   That  is  a 

matter  of  detail  for  the  people  here.  j    ^  j 

Mr.  Fitzgerald.  Mr.  Brashears,  I  suppose  you  understand,  as  toe 
Ohio  reports  indicate,  that  35  cents  of  every  dollar  paid  m  f or  work- 
men s  compensation  goes  to  the  insurance  companies  in  the  ^orm^ 
overhead  expense,  et"c.,  whereas  under  the  Ohio  law,  that  expense 
has  been  %W  to  be  2  per  cent  or  less.  There  is  an  enormous 
diff^nce  fliere,  and  I  would  be  mterested  in  any  brief  you 
might  submit  m  regard  to  that.  I  would  like  to  have  you  ^how 
^at  a  considerable  portion  ot  that  amount  of  ahnost  33  per  cent  is 

^^Mr  Brashears.  There  are  two  items  that  I  have  in  mind:  One  is 
the  item  of  expense  which  the  insurance  co™any  cam^.  Mid  toe 
other  is  the  item  of  taxation.    I  am  not  sufficientiy  familiar  witH 

the  Ohio  situation  to  know  about  that.  w^i,    ^     -^r,  infy* 

Mr  Duffy.  Let  me  answer  that  m  this  way:  Without  going  into 
all  those  details,  I  will  say  this,  that  making  allowance  for  all  oi  those 
factors,  with  the  State  fund  administered  as  it  is  in  Ohio  to  put  it 
in  a  smaU  way,  wiU  save  the  employers  at  least  40  per  cent. 

Mr.  Fitzgerald.  Do  you  consider  the  State  law  of  Ohio  superior 

to  that  of  an V  other  State ?  i   .    t    -u        ^u^t  i  A,^ 

Mr.  Duffy.  Making  allowances  for  modesty,  I  wiU  say  that  I  ao 

feel  that  way  about  it.  ^i.     oi.  i.  ^^«,«»T»f 

Mr  Underiiill.  Can  you  tell  me  how  many  other  States  exempt 
employers,  firms,  or  individuals,  where  they  do  not  employ  more 

Mr.  Duffy.  I  do  not  know  how  many  States  do  that.    That  is  a 

defect  in  the  Ohio  law.  ,      ,  ^  , , 

Mr.  Undebhill.  In  many  States  they  do  not  exempt  tliem. 
Mr  Duffy.  They  should  not  be  exempted. 

Mr.  Underhill.  Consequently,  their  expense  must  be  more.  A 
man  s  leg,  arm,  foot,  or  eye  is  of  just  as  much  value  to  him  when  he 
is  employed  bv  a  man  employing  less  than  5  men  as  when  he  is 
emplovedby  the  employer  of  1,000  individuals  ,  nw.^Uur 

Mr  Duffy.  We  do  not  ask  vou  to  take  anything  in  the  Ohio  law 
that  is  not  good.  There  is  one  thing  that  I  want  to  leave  m  vour 
mind  in  connection  with  this  monopoly  proposition,  because  1  see 
how  much  that  is  b^ng  played  upon.   What  is  a  monopoly  m  the 
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odious  sense  ?  It  is  a  privilege  or  combination  which  permits  those 
who  control  the  privilege  or  combination  to  exact  exorbitant  P^ces 
trom  the  consumers  and  make  excessive  ]>rofits  for  themselves.  What 
is  the  object  of  the  State  in  connection  with  this  insurance  ?   It  is  for 

the  purpose  of  preventing  anybody  from  making  any  profit  out  of  the 
misfortunes  of  laboring  people.  When  anyone  says  that  he  can  not 
see  any  difference  between  those  two  kinds  of  monopoly,  and  when  he 
says  that  one  is  just  as  odious  as  the  other,  I  can  hardly  believe  that 
he  believes  what  he  says.  They  say  that  we  must  have  competition 
in  order  to  succeed,  but  we  have  got  competition.  The  competition 
of  the  State  acts  as  a  r^ulator  of  the  rates  of  private  insurance 
companies. 

Let  us  take  the  experience  they  have  had  in  New  York,  going  to 
Mr.  Baldwin's  rei)orts  of  three  or  four  years  ago,  which  show  that  no 
matter  how  much  competition  there  may  be  between  insurance 
companies  themselves,  they  are  all  united  in  opposing  State  funds. 
They  are  united  in  that.  They  want  to  be  clear  of  competition  with 
State  funds.  As  to  the  need  of  competition,  hi  me  say  this:  I  was  a 
little  timid  about  it  10  vears  ago,  or  eight  years  ago,  or  five  je&ra 
ago,  but,  as  you  know,  when  you  once  penetrate  through  some  things, 
you  find  that  there  is  not  nearly  as  much  mjrstery  about  them  as  you 
at  first  supposed.  They  told  us  what  an  abstruse  proposition  it  was; 
how  impossible  it  was  for  us  to  learn  it,  etc.  Well,  the  insurance 
men  have  educated  me.  They  put  me  up  against  the  wall  time  and 
time  again,  and,  so  to  speak,  they  beat  it  into  my  mind  and  heart, 
and  I  thank  them  for  that.  You  talk  about  your  competition,  and 
I  want  to  say  that  while  we  have  made  mistakes  and  know  that  de- 
fects can  be  found  in  our  system,  we  are  willing  to  put  it  up  against 
anything  you  can  produce  to  see  whether  or  not  it  makes  a  better 
showing  than  Ohio  has  made.  We  have  not  had  any  competition 
for  eight  years,  although  we  have  had  opposition.  You  can  come  into 
our  office  any  day  unannounced,  or  can  sit  there  in  the  hearing  room 
and  listen  to  some  poor  widow  presenting  the  case  of  her  husband,  or 
the  cause  of  his  death.  You  may  find  children  there  or  some  poor 
crippled  men  who  have  lost,  perhaps,  both  hands,  one  leg,  an  arm,  or 
an  eye — all  waiting  there  to  have  their  cases  disposed  of.  Then,  in 
the  medical  department,  you  may  see  a  hne  of  people,  some  on 
crutches  and  some  with  their  arms  in  slings,  and  you  will  see  them 
there  day  after  day.  If  that  is  not  sufficient  to  make  you  exert  the 
best  in  your  mind  and  heart,  without  the  competition  of  insurance 
companies,  then  you  have  got  a  mind  and  heart  different  from  my 
own. 

Mr.  Nesbit.  I  would  like  to  ask  what  time  elapses  in  Ohio,  on  an 
average,  between  the  filing  of  the  claim  and  the  payment? 

Mr.  DuiTY.  At  the  present  time  about  15  days  in  96  per  cent  of 
the  cas^. 

Mr,  NissBrr.  What  was  it  last  jmr  ? 

Mr.  Duffy,  About  35  days. 

Mr.  Nesbit.  Has  it  not  run  as  high  as  55  days  on  an  average? 

Mr.  Duffy.  No,  sir;  not  55  days. 
Mr.  Nesbit.  As  much  as  50  days  ? 

Mr.  Duffy.  No,  sir.  It  might  be  from  the  time  of  the  injury,  but 
not  from  the  time  the  application  was  presented. 
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Mr.  Undbbbujl.  Do  they  have  to  appear  brfore  the  board  in 
person? 

Mr.  Duffy.  No,  sir;  they  have  that  privilege,  but  they  do  not 
appear  in  one-tenth  of  1  per  cent  of  the  cases.  As  an  illustration,  we 
will  have,  probably,  550  cases  before  us  to-morrow  morning,  but  out 
of  those  550  cases'^  there  will  be  not  more  than  30  that  will  require 
personal  attention  on  the  part  of  the  commission,  because  there  are 
no  disputed  points  in  the  cases. 

Mr.  UNDBRHiix.  Do  you  s^d  m^bers  of  the  board  to  hold 

hearings? 

Mr.  Duffy.  We  have  referees  who  conduct  hearmgs  over  the  State. 

Mr.  Underhill.  The  commission  holds  hearings  ? 

Mr.  Duffy.  Yes,  sir;  whenever  it  is  necessary.    Of  course  in  99  per 

cent  of  the  cases  no  hearings  are  necessary,  but  they  are  simply 
worked  out.  The  wwking  man  makes  his  application  for  compen- 
sation; the  employer  verifies  the  facts;  the  doctor  makes  his  certifi- 
cate; and,  as  I  have  said,  in  99  per  cent  of  the  cases,  that  is  all  there 
is  to  it.  Of  course  that  1  per  cent  of  cases  gives  the  commission  and 
the  legal  forces  plenty  of  work  to-day. 

Mr.  Bbasheabs.  You  do  employ  a  lawyer  in  connection  with  the 
department? 

Mr.  Duffy.  I  suppose  there  are  12  or  15  lawyers  in  the  department. 
They  are  not  employed  as  lawyers,  and  I  would  not  say  that  that 
adds  at  all  to  their  efficiency,  in  addition,  during  that  time  we  have 
had  in  the  neighborhood  of  1,000,000  claims  allowed,  or  a  little  less 
than  1,000,000.  There  were  not  1,000,000  claims  allowed,  but  at  the 
first  of  the  year  I  think  there  were  about  64,000  disallowed  claims 
out  of  that  1,000,000.  There  were  approximately  4,000  deaths  m 
that  number.  Of  course  a  good  many  of  those  clauns  are  minor 
claims  that  would  call  for  nothing  more  than  medical  attention. 

Mr.  Montague.  Have  you  a  certain  percentage  set  aside  for  the 
running  expenses  of  the  department? 

Mr.  Duffy.  We  are  subject  to  w^hat  the  legislature  appropriates. 
This  is  not  taken  from  the  fund  at  all,  but  it  is  appropriated  from  the 
general  funds  of  the  State. 

Mr.  Montague.  I  judged  that  from  what  you  said  just  now, 
because  you  said  that  the  time  had  been  when  the  investigation  of 
claims  had  been  hampered  or  interfered  with  because  of  the  failure  to 
appropriate.  Of  course,  if  the  State  does  not  appropriate,  you  can 
not  w^ork. 

Mr.  Duffy.  Mr.  Chairman,  I  do  not  want  to  take  up  any  more  tune 
unless  there  are  questions  to  ask,  but  in  concluding  1  would  say  this: 
I  bdieve  that  representing,  as  you  do,  the  United  States,  even  though 
you  are  making  this  law  lor  the  District  of  Columbia  alone,  it  is  im- 
portant that  you  weigh  well  what  you  are  doing,  and  as  1  have  aheady 
mtimated,  I  am  one  of  those  who  believes  in  the  present  system  of 
society.  Take  the  illustration  I  have  used.  I  believe  tiiis  system  of 
society  is  a  pretty  good  horse;  I  believe  this  horse  is  capable  of  carry- 
ing a  good  load,  and  that  it  will  carry  that  load  for  a  long  time  if  it 
is  given  fair  treatment,  and  I  want  this  horse  given  fair  treatment, 
because  I  do  not  want  it  to  be  broken  down.  But  I  say  that  these 
insurance  men,  in  matters  of  this  kind,  try  to  impose  such  a  burden 
upon  this  horse  that  it  can  not  bear  it,  and  they  are  going  to  break 


22     WaEKMAH's  COMPENSATION  IN  THE  ©ISIEIGT  OF  COLUMBIA. 


it  down,  and  they  have  not  any  idea  as  to  what  kind  of  a  horse  is 
going  to  take  its  place.  In  other  words,  I  beheve  that  an  insurance 
company  is  an  unnecessary  factor  in  the  administration  of  a  work- 
man's compensation  hiw;  that  it  is  to  the  best  interests  of  society, 
it  is  the  desire  of  the  laboring  people,,  and  in  Ohio  it  is  the  desire  of 
90  per  cent  of  the  employers  not  to  have  the  insurance  companies  in. 

To  the  genUemaa  from  Virginia,  who  speaks  for  the  fraternal 
organizations,  I  say  to  Mm  that  I  am  willing  to  submit  the  propo- 
sition of  whether  or  not  the  insurance  companies  shall  be  permitted 
to  operate  in  Ohio  under  the  workman's  compensation  law  to  his 
own  fraternal  organizations,  and  I  will  guarantee  that  there  will  be 
at  least  75  per  cent  of  them,  and  maybe  a  greater  proportion,  who 
will  vote  against  the  insurance  companies  coming  in.  The  American 
Federation  of  Labor  does  not  speak  for  all  the  laboring  people  of 
this  Nation,  but  it  has  more  right  to  come  here  and  say  that  it 
represents  tiie  laboring  people  than  any  other  organization  in  exist- 
ence. After  a  study  of  this  question  at  its  last  convention,  the 
American  Federation  of  Labor  selected  the  Ohio  law,  principally 
because  of  this  insurance  feature — selected  tJiat  over  all  the  other 
compensation  laws  in  the  Nation  and  in  the  world,  and  recom- 
mended that  as  the  model  law  for  adoption  by  the  various  States. 

Mr.  UxDERHiLL.  The  American  Federation  of  Labor  also  says 
that  men  shall  not  work  in  industry  unless  they  have  their  vise. 

Mr.  DuTFY.  Oh,  no;  they  do  not  say  that  any  more  than  the 
employer  simply  says  the  same  thing  if  he  does  not  want  to  em- 
ploy a  man.  ,  .       ,  , 

Mr.  F.  R.  Jones.  But  two  negatives  do  not  make  a  posiUve. 

[Laughter.l  , 

Mr.  Underhill.  If  my  boy  wants  a  job  he  must  have  trie  sanction 
of  the  American  Federation  of  Labor  before  he  can  take  the  job. 

Mr.  Duffy.  Of  course,  I  do  not  know  that  it  would  be  proper, 
but  I  would  be  verv  glad  to  argue  that  with  you.  But  let  me  say 
this:  That  the  stand  which  the  American  Federation  of  Labor  has 
taken  in  that  respect  is  due  to  the  fact  that  those  who  control  the 
jobs  have  not  felt  under  any  obligation  to  provide  employment  for 
suffering,  starving  people.  As  things  are  constituted  to-day,  with 
our  big  corporations  controlling  the  natural  resources  and  all  the 
avenues  of  employment,  the  individual  workman  has  not  any  more 
chance  to  get  justice,  standing  alone,  than  I  have  of  lifting  myself 
up  to  heaven  by  getting  hold  of  my  boot  straps. 

Now  then,  in  order  that  some  of  them,  and  not  all  of  them,  may  get 
the  opportunity  to  get  a  job,  they  have  banded  together  for  their  own 
protection.  What  caused  it  m  the  first  instance?  John  Jones, 
running  a  shoe  factory,  had  a  man  working  for  $1  a  day;  John  Smith 
had  him  working  for  $1.25,  making  the  same  kind  of  shoes.  John 
Smith  calls  his  men  in  and  says,  "I  can't  compete  with  Jones;  he  is 
paving  his  men  SI  a  day;  you  men  have  got  to  come  down  to  $1  a 
dav  "  And  there  was  not  one  individual  there  that  could  stand  alone 
and  sav,  ''No,"  and  they  all  went  down.  Now,  I  know  this  is  not 
proper 'here,  but  the  question  has  been  put  to  me,  and  if  you  want  to 
get  at  these  things  you  have  got  to  go  deeper  than  the  stand  of  the 
iinerican  Federation  of  Labor  for  the  union  shop  or  the  stand  oi  the 
employers  for  the  misnamed  open  shop,  which  is  a  closed  shop,  and 
any  man  with  real  ability  and  any  man  with  the  independence  that  a 
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true  American  citizen  should  have  can  not  get  a  job  m  that  so-called 
open  shop.  Now,  what  has  been  the  result  ?  The  man  who  has  had 
the  independence  that  John  Adams  had  and  that  Thomas  Jefferson 
had  banded  together  with  those  who  were  suffenng  in  the  same  way 
that  he  was  suffering,  and  tiiey  tried  to  get  some  relief  from  their 

oppressed  condition. 

Mr.  Underbill.  Then  you  think  the  Government  ought  to  provide 
employment  for  everybodV  who  is  out  of  employment  ? 

Mr.  Duffy.  Not  as  an  employer,  but  the  Government  should  see 
to  it  that  those  vrko  control  the  natural  resources  of  this  Nation  and 
the  avenues  of  employment  shall  fully  measure  up  to  that  responsi- 
bility and  give  employment  to  the  people  in  order  that  they  CMi  get  the 
bread  that  they  need  to  keep  life  in  their  bodi^. 

Mr.  Underhill.  Then  you  believe  absolutely  m  the  Kansas  law  ? 

Mr.  Duffy.  What «    The  industrial  court  ? 

Mr.  Underhill.  Yes. 

Mr.  Duffy.  Not  at  all,  because  it  does  not  do  that. 
Mr.  Undeehill.  That  is  what  it  is  supposed  to  do. 
Mr.  Duffy.  That  is  what  it  is  supposed  to  do  ? 
Mr.  Undbbhill.  Yes. 

Mr.  Duffy.  WeU,  I  will  not  aigue  that  with  you,  but  do  you 

believe  in  it  ? 

Mr.  Underbill.  Yes;  absolutely. 

Mr.  Duffy.  Then  you  believe  in  the  Government  doing  that  wnicn 
is  a  hindrance  to  the  laboring  man  but  not  that  which  is  a  hindrance 

to  the  employer  ?  v 

Mr.  Underhill.  I  believe  that  if  the  Government  can  eliminate 
strikes  and  lockouts  it  is  performing  a  service  for  90  per  cent  of  the 

people  of  this  country.  ,     ,    ^         ,  n.i 

Mr.  Ddffy.  AU  right. ;  let  us  take  the  Kansas  law.  The  Kansas 
law  says  that  if  a  laboring  man  or  a  group  of  laboring  men  want  $5 
a  day  that  that  shall  be  detennined  %  the  Qovemment,  whethOT  or 
not  they  shall  get  the  $5  a  day.   That  is  what  the  Kansas  law  says, 

does  it  not  ?  i        t  i  i.  -j?  ^.i, 

Mr.  Underbill.  No;  it  does  not  say  that.    It  says  that  it  tney 

go  out  on  a  strike  or  contemplate  a  strike  it  shall  be  submitted  to  the 
mdustrial  board. 

Mr.  DoFFY.  No;  they  have  to  submit  it  before  they  go  out  on  a 

Mr.  Undbbhox.  Yes;  and  then  they  adjudicate  what  pnoe  they 

shall  have.  .  .         ^.         x  t  u 

Mr.  Fitzgerald.  This  argument  is  very  mteresting,  but  1  would 

like  to  have  it  stop  some  time. 

Mr.  Columbus.  May  I  ask  a  question?  Who  is  the  witness  repre- 
senting, and  is  he  a  resident  of  the  District  of  Columbia? 

li^^iTZGBBALD.  He  was  invited  here  by  the  chairman  as  the 
greatest  expert  in  the  practical  application  of  the  Ohio  law. 

Mr.  Bbashbabs.  I  would  like  to  ask  him  whether  he  is  opposed 

to  mutual  competition!  ^  ,  .  ,  ,1 

Mr.  Duffy.  No;  I  am  not  opposed  to  it,  but  I  think  you  will  agree 
that  if  you  have  a  State  fund  there  is  no  need  of  it,  not  in  your  ]U^- 

ment,  but  there  might  be  in  the  judgment  of  some  people.  I  do 
not  think  it  is  necessary  to  take  up  any  more  of  your  time. 
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Mr.  FiTZGBBAiJ>.  I  might  say  to  some  of  those  who  have  so  ably 
pres^Qted  tiie  propositions  of  patemahstic  and  monopoUstic  features^ 
etc.,  .that  I  would  welcome^  aiid  I  think  the  same  can  be  said  of  Mr. 
Underhill,  any  reference  to  any  scientific  work  or  any  brief  that  can 

be  prepared  which  will,  in  the  first  instance,  discuss  scientifically  the 
dangers  of  paternalistic  or  monopolistic  insurance  as  applied  to  this 
particular  pliase  of  the  matter.  Is  Mr.  Jones  here  ?  If  so,  we  would 
Jike  to  hear  from  him  in  r^ard  to  local  matters. 

STAT£]|£KT  OF  X3L  T&OXAS  JOS££k 

Mr.  FirzoEBALD.  You  may  state  whom  you  represent. 

Mr.  Thomas  H.  Jones.  I  represent  the  engineers  of  the  District 

of  Columbia. 

Mr.  Fitzgerald.  That  means  the  stationary  engineers  ? 

Mr.  Thomas  H.  Jones.  Yes.  I  just  want  to  say  this:  That  we 
indorse  this  bill  as  it  is;  we  believe  that  it  is  one  of  the  best  bills 
that  was  ever  drafted,  and  we  indorse  every  feature  of  this  bill, 
I  might  talk  for  an  hour  or  so  but  I  could  not  say  any  more  than 
what  I  have  said  in  these  few  words,  but  I  want  to  cite  you  a  couple 
of  cases,  one  in  the  District  of  Columbia.  About  12  years  ago  I 
happened  to  be  chief  engineer  at  one  of  the  largest  department 
stores  here.  They  had  just  finished  or  were  about  finishing  the 
^  putting  on  of  an  addition.    The  bricklayers  had  finished  their  work 

m  the  upper  stories  and  they  got  down  to  the  engine  room,  and 
there  was  a  wall  to  be  laid  around  the  elevators.  The  busy  season 
of  the  fall  was  approat^iiog  and  it  was  necessary  to  operate  those 
elevators. 

I  took  the  superintendent  of  construction  and  two  bricklayers 
down  into  the  engine  room  and  showed  them  this  wall,  and  told 
them  that  it  was  absolutely  necessary  to  operate  those  elevators  on 
1  account  of  rush  of  business  and  that  they  could  not  be  shut  down. 

While  this  wall  was  being  put  around  the  elevators  the  men  stood 
on  the  outside  and  laid  brick  within  five  or  six  inches  of  the  elevators 
that  were  beiag  operated.  Those  men  assumed  that  risk.  They 
commenced  laying  brick,  and  about  two  hom^  afterwards  I  pre- 
sume one  of  the  bricklayers  must  have  dropped  his  trowel  under 
the  elevator,  between  the  wall  and  the  eleyator,  and  thoughtlessly — 
he  was  warned  of  the  danger  before — ^he  looked  over  to  see  where 
the  trowel  had  dropped,  and  the  elevator  caught  him  across  the 
head.  That  man  laid  in  the  hospital  four  montiis  and  to  the  pres- 
ent time  he  has  never  been  able  to  lay  a  brick.  I  have  heard 
recently  that  he  has  some  job  as  a  watchman  somewhere.  He 
sued  for  $30,000  damages.  The  case  came  before  the  court  but  the 
man  never  got  a  cent.  Good  old  Judge  Clabaugh,  who  is  dead  now, 
axmounced  from  the  bench  that  this  was  one  case  that  he  would 
have  liked  to  give  a  man  some  compensation  for  injuries,  but  on 
account  of  the  laws  that  had  been  cited  by  the  lawyeira  of  the  in- 
surance companies  this  man,  when  he  went  down  there,  after  being 
warned,  had  assumed  the  risk  and  he  was  not  entitled  to  a  cent,  and 
that  man  never  got  a  cent. 

Mr.  UxDERmLL.  Under  a  workmen's  compensation  act  he  would 
have  been  reimbursed. 
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Mr.  Thomas  H.  Jonbs.  He  would  have  gotten  a  little  less  from  the 
insurance  companies;  they  carried  the  accident  insurance. 

Mr.  UNDERmLL.  While  there  have  been  cases  where  insurance 
companies  have  been  mean  enough  and  contemptible  enough  to  try 
and  squeeze  out  the  last  dollar,  I  think  you  will  find  other  cases 
where  they  have  been  liberal  and  where  they  have  been  perfectly 
fair.  That  is  very  true  in  mutual  insurance  and  in  self  insurance, 
because  a  man  under  self  insurance  has  some  interest,  presumably, 
in  his  employment.  I  m^ely  make  that  observation  because  so 
much  has  been  said  alon^  that  line,  but  nothing  has  been  said  on  the 
cjther  side.  I  know  of  hundreds  of  instance  where  under  mutual 
and  self  insurance  men  have  gotten  a  great  deal  more  than  they 
would  have  gotten  under  any  form  of  casualty  insurance. 

Mr.  Thomas  H.  Jones.  Well,  this  case  I  know  of,  as  it  came  under 
my  personal  observation. 

Mr.  UNDERmiJL-  It  is  a  crime  against  civilization  when  those  in- 
jured in  that  way  are  not  compensated. 

Mr.  Thomas  H.Jones.  Yes;  that  man  should  have  had  something, 
but  he  got  nothing.  I  have  accumulated  a  list  of  men  injured  in  the 
past  two  years.  These  are  men  who  drive  bakery  wagons.  I 
have  a  list  of  19  men  who  were  injured  while  driving  bakery  wagons. 
For  instance,  Thomas  C.  Fox,  hurt  by  Merchants'  Co.  maciiine. 
He  drove  a  bakery  wagon,  and  one  of  these  merchants'  parcel  de- 
livery machines  ran  into  his  wagon  and  injured  him.  Thomas  Ryan, 
kicked  by  a  horse  and  leg  broken;  J.  H.  Jenkins,  cranking  machine, 
arm  broken;  J.  T.  Rane^  cranking  machine,  arm  broken;  R.  E. 
Donaldson,  cranking  macnihe,  arm  broken;  J.  H.  Hummer,  cranking 
naachine,  arm  broken,  etc.  I  might  go  on  and  give  the  different  kinds 
of  instances,  but  I  will  just  submit  this  list  to  you.  There  was 
one  man  in  this  lot  of  men  who  received  $800  for  his  injuries,  a  man 
bv  the  name  of  Freedman.  He  was  verv  seriously  injured,  and  they 
compromised  it  for  $800  and  promised  that  he  shoukl  have  a  steady 
job.  He  went  back  to  work  after  his  recovery  and  then  a  short 
while  afterwards  he  was  dismissed. 

Mr.  UNDERmLL.  In  all  of  these  19  cases  were  there  none  where 
the  employers  took  care  of  their  men  2 

Mr.  Thomas  H.  Jones.  No,  sir. 

1^.  Undebhill.  Or  showed  them  any  consideration  ? 

Mr.  Thomas  H.  Jonbs.  None  at  all* 

Mr.  Underhill.  They  just  laid  them  oflF? 

Mr.  Thomas  H.  Jones.  No;  after  they  recovered  they  went  back 
to  work.    1  would  not  say  that. 

Mr.  UNDEiiiiiLL.  I  thought  you  said  this  man  was  laid  off. 

Mr.  Thomas  H,  Jones.  Well,  he  was  given  §800  and  promised  a 
steadyjob,  but  after  he  had  been  back  a  short  while  they  laid  him  off* 

Mr.  UNDERmLL.  And  they  did  not  pay  him  anything? 

Mr.  Thomas  H.  Jokes.  No,  sir. 

Mr.  Undebhill.  I  do  not  think  much  of  the  Washington  crowd, 
then. 

Mr,  Thomas  H.  Jones.  It  is  hard,  and  I  could  give  you  statistics 
as  to  the  number  of  injuries  that  have  happened  in  the  District  of 
Columbia.  I  would  have  to  get  them  up,  because  there  is  no  record 
made  of  them;  there  is  no  report  made,  but  I  just  happened  to  get 
ho^d  of  tMs  number.   I  think  it  has  been  aGknowledged  by  evcay  <»ie 


« 
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in  the  room  that  compulsory  workman's  compensation  is  a  good 
thing,  and  that  they  indorse'it.  It  seems  to  be  just  a  question  of 
whether  we  are  going  to  have  it  monopohstic  or  whether  we  are 

ring  to  have  tiie  insurance  companies  of  the  country  do  this  work, 
believe  that  the  working  people  would  have  a  better  and  fairer 
chance,  and  be  more  liberally  taken  care  of,  by  this  bill  than  if  it 
were  achninistered  by  the  insurance  companies,  because  I  know  that 
insurance  companies  are  in  business  to  make  money;  we  all  know 
that,  and  if  they  can  settle  a  claim  for  $100  they  are  sure  to  do  it, 
although  according  to  the  injury,  and  one  thing  and  another,  the 
man  nSght  be  entitled  to  recover  a  ^reat  deal  more.  I  do  not  know 
that  I  can  say  any  more,  but  we  are  m  favor  of  the  bill  as  it  is  drawn. 

Mr.  IJNDBRHnx.  Do  you  know  the  names  of  the  employers  of 
these  men  ? 

Mr.  Thomas  H.  Jones.  I  could  get  them  for  vou. 
Mr.  Undeehill.  I  wish  you  would.    I  would  like  to  know  about 
them. 

(The  list  of  men  injured  follows :) 
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last  or  BAKBKY-WAOON  DBTVBBS  INJURED  IN  THK  PAST  TWO  YEARS. 

Thomas  C.  Fox,  hurt  by  Merchants'  Co.  machiae. 

Thomas  Rvan,  kicked  by  horse,  leg  broken.   ,  ,r»T     m  i. 

J.  IT.  .Tenkins,  J.  T.  Kane,  R.  E.  Donaldson,  J.  H.  Hummer,  and  Wm.  Terry,  crank- 
ing machine,  arm  broken. 
A.  J.  Freedman,  wagon  turrod  over  on  him. 
A.  Lupo,  thrown  under  wheel  of  wagon  when  horse  started. 
J.  Fitzgerald  and  H.  Tate,  hit  by  Washington  Electric  Railroad  Co.  machine. 
R.  0.  Flora,  fell  from  wagon. 
P.  James,  slipped  from  wagon,  leg  broken. 
W.  J.  Boyle,  hit  by  machine. 
W.  ^I.  Johnson,  wagon  ran  o\  er  foot. 
A.  C.oldberg,  hit  by  wagon  pole. 
Steve  Sembaski,  fixing  tire,  jack  slipped,  hurt  back. 
C.  M.  Seatea,  cranking  machine,  arm  woken. 

H.  G.  Watterholter,  sEpped  from  wagon.  .  ^        j  v.  -a 

The  only  man  to  receive  any  money  dunng  injury  was  A.J.  Freedman  who  recen  eel 
1800  and  Ihp  promise  of  a  steady  job,  but  soon  after  he  returned  to  work  he  was  laid  on. 

Mr.  F.  R.  Jones.  Mr.  Chairman,  Mr.  Duffy  has  made  certain  state- 
ments during  his  address  to  which,  of  course,  I  take  exception,  and  1 
hope  Mr.  Duffy  will  be  able  to  be  at  a  contmuation  of  this  hearing 
because  I  shall  certainly  take  exception  to  certain  statements  that 
were  made,  but  I  did  not  want  to  interrupt  him. 

Mr.  IteGERALD.  The  committee  appreciates  that  and  you  will 
find  we  are  very  anxious  to  get  all  views.  If  there  are  any  matters 
which  have  not  been  brought  out  thoroughly  we  are  very  anxious  to 
have  the  assistance  of  those  ^o  can  point  out  the  discrepancies. 

Mr.  F.  R.  Jones.  I  take  it  that  I  will  be  given  an  opportunity  to  say 
something  with  reference  to  what  he  has  said,  because  I  have  a  great 
deal  to  say  about  this  Ohio  law  and  a  great  many  other  facts,  par- 
ticularly with  reference  to  the  attitude  of  the  employers  in  the  State 
of  Ohio  right  now  with  regard  to  this. 

Mr.  FiTZGEBALD.  The  hour  for  adjournment  of  the  committee  has 
necessardy  been  fixed  by  the  convening  of  the  House,  12  o'clock,  but 
Mr.  Underbill  and  myself  are  willing  to  run  along  for  a  half  hour  longer 
this  morning,  and  I  dhould  like  to  hear  from  Father  McGowan,  who  is 
here  and  who  came  specially  to  be  heard  this  moroing. 
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STATEMENT  OF  KEV.  E.  E.  McaOWAN. 

Mr.  McGowAN.  T  am  a  Catholic  priest,  and  am  assistant  director 
of  tlie  Social  Action  Department  of  the  National  Catholic  Welfare 
Council,  which  is  an  organizartion  formed  by  the  bishops  of  the 
United  States.    In  coming  here  I  wish  to  state  that  the  social  action 
department  of  our  council— which  is  a  department  that  concerns 
itsdf  with  social  and  economic  movements,  facts,  and  laws — is  in 
favor  of  a  workman's  compensation  law.    We  have  not,  liowever, 
gone  on  record  in  favor  of  any  compulsory  workman's  State  insurance 
feature.    We  hnvo  not  done  that  because  it  is  a  matter  of  detad.  I 
have  been  asked  here,  and  was  willing  to  come,  particularly  because 
I  have  been  here  at  a  previous  hearing  and  had  heard  much  talk 
about  compulsory  State  insurance  being  bolshevism,  socialism,  and 
«o  on.    I  am  rather  jealous  of  that  because  I  consider  it  merely  a 
matter  of  detail.   I  do  not  think  that  any  such  thing  as  socialism, 
bolshevism,  paternalism,  or  anything  of  that  kind,  should  be  injected 
into  the  controversy.    I  am  not  a  socialist;  I  am  a  Catholic  priest, 
am  not  a  bolshevik;  I  am  opposed  to  bolshevism;  I  am  opposed  to 
socialism:  and  I  am  opposed  to  any  great  system  of  paternalism  in 
the  United  States. 

But  here  is  a  question  of  detail;  that  is  all  it  is.  It  is  a  question 
of  better  administration  of  the  law;  it  is  a  question  of  how  best  to 
obtain  the  compensation  features  of  this  law  and  to  rive  its  benefits 
to  the  injured  workmen.  To  bring  in  some  hazy  idea,  to  bring  in 
-some  matter  of  the  common  ownership  of  all  means  of  production 
4ttid  distribution  in  the  United  States,  or  to  bring  in  such  an  idea  as 
the  ownership  of  all  these  things  and  have  tliat  produced  by  a  revo- 
lution, to  me  appears  small;  it  is,  I  believe,  subterfuge,  and  I  believe 
that  firmly.  I  think  it  is  merely  a  matter  of  detail,  some  way  of 
trying  to  manage  and  trymg  to  arrange  for  the  paym^t  of  compen- 
:sation  to  injured  workmen. 

Mr.  Underhill.  Thm  you  think  the  chief  object  to  be  attained  is 
■that  of  the  reUef  of  injured  workmen  ? 

Mr.  McGowAN.  That  is  the  chief  thing;  yes. 

Mr.  Undebhux.  And  it  does  not  mi^e  much  difference  whether 
at  IS. done  one  way  or  another? 

Mr.  McGowAN.  No.  Some  time  ago  I  was  riding  on  a  train 
through  Ohio.  It  was  about  a  week  or  so  after  election,  and  we  got 
to  talking  politics  in  the  smoker.  There  were  three  or  four  young 
men  there,  and  we  were  talking  about  one  matter  and  another,  and 
I  suo:gested  that  I  favored  the  income  tax.  I  never  saw  men  get  so 
vociferous  in  my  hfe;  they  said  I  was  a  bolshevik  and  that  I  ought 
to  be  put  up  against  the  wall  and  shot;  but  I  found  in  the  course  of 
our  conversation  that  they  favored  this  compulsory  insurance  fea- 
*ureof  the  Ohio  State  law.  [Laughter.]  If  we  come  right  down  to 
It,  President  Harding,  who  is  a  citizen  of  Ohio,  mav  be  in  favor  of 
the  income  tax,  and  if  he  is,  according  to  the  ideas  of  some  of  those 
men  he  is  a  bolshevist  too.  But  I  think  all  of  that  stuff  ought  to  be 
iejpt  out  of  this  discussion  and  not  injected  into  it. 

Mr.  UxDERHTLL.  I  was  president  of  the  associated  charities  of  my 
city  for  over  five  years,  and  I  had  a  great  deal  to  do  with  injured 
workmen.  I  found  that  we  could  go  to  the  insurance  companies  and 
4o  the  employers  after  the  State  board  had  made  an  award,  which 
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was  all  they  felt  tliev  could  give  under  the  circumstances,  and  over 
and  over  again  we  tave  gotten  from  the  employers  and  from  the 
insurance  companies  an  additional  allowance  to  the  injured  men. 
Mr.  MoGowAN.  I  have  no  doubt  of  that. 

Mr.  Underhill.  The  reason  I  have  been  making  some  of  these 
inquiries  is  to  bring  out  the  fact  that  the  employers  are  not  suck 

devils  as  they  are  made  out  to  be. 

Mr.  McGowAN.  No.  I  remember  that  when  I  was  a  boy  I  was 
working  for  a  grocervman,  and  in  the  course  of  my  work  two  or  three 
cans  of  succotash  fell  down  on  top  of  my  head.  The  doctor's  fee  was- 
given  to  me— that  is,  the  doctor  himself  was  our  family  physician— but 
I  got  my  pay  while  I  was  off,  and  I  felt  very  happy  about  it.  I 
have  no  bone  to  pick  with  employers  or  with  insurance  men;  I  do  not 
want  to  pick  a  bone  with  anybody,  and  for  that  reason  I  suggest  we  do 
not  inject  into  this  anything  that  will  interfere  with  the  passage  of 
this  bill,  because  I  feel  all  of  these  matters  are  mere  details,  and  I  am 
afraid  that  if  we  oppose  this  particular  feature  of  the  bill  or  that  pM*- 
ticuiar  feature  of  the  bill,  the  compulsory  insurance  feature  or  the 
bill  itself,  that  it  will  be  very  long  before  it  will  be  passed. 

Mr.  Underhill.  There  is  no  doubt  in  my  mind  that  if  thev  insist 
on  this  proposition  we  will  never  get  it  through,  and  I  am  anxious  to- 
see  something  get  through. 

Mr.  MoGowAN.  These  gentlemen  are  in  favor  of  workmen  s  com- 

pensation. 

Mr.  F.  R.  Jones.  And  compulsory  insurance,  too. 

Mr.  McGowAX.  In  one  form  or  another.    That  bemg  so,  why  fight 

the  matter  so  much  when  it  is  a  mere  detail  ? 

Mr.  Fitzgerald.  Do  vou  not  realize  that  if  the  States  or  the  Gov- 
ernment interpose  and  take  away  some  of  their  business  that  the  insur- 
ance men  would  hardly  be  in  favor  of  it  ? 

Mr.  McGowAN.  I  appreciate  that,  and  I  know  their  attitude  per- 
fectly. Here  is  the  chance  to  write  to  some  more  insurance  and  they 
want  an  opportunity  to  write  that  insurance.  I  do  not  blame  them 
for  trying  to  get  the  business,  but  I  do  not  want  them  to  go  so  far  as. 
to  jeopardize  this  bill.  We  want  workman's  compensation  m  the 
District.  I  come  from  Missouri,  and  we  have  not  had  workman  s- 
compensation  out  there.  I  am  reminded  that  they  do  have  it  now, 
but  that  State  did  not  have  it  at  the  time  I  was  living  there,  which 
was  about  two  years  ago. 

Mr.  F.  R.  Jones.  You  had  one,  but  they  turned  it  down  on  a  reier  - 

endum. 

Mr.  McGowAN.  Yes.   I  have  come  to  the  District  and  we  have  not 

Dr.  Andrews.  That  law  was  turned  down  bv  a  referendum,  but 
it  was  one  that  did  not  provide  for  a  fund.  The  legislature,  which 
met  some  months  later,  enacted  a  law  which  has  the  State  fund  feature 

^Mr.  F.  R.  Jones.  But  it  is  not  monopolistic  and  does  not  affect  the 

companies  at  all.  . .    ,  .    ^     •  i   •       n    4-  xi 

Mr.  McGoWAN.  I  would  like  to  add  this :  Considering  all  ol  the 
information  I  can  gaui  and  from  the  testimony  here  this  morning  it 
appears  to  me  that  the  best  method  of  adnumstermg  the  law  is 
throuo-h  a  compulsory  insurance  feature.  If  that  is  the  best  method 
let  us^'pass  it;  let  us  not  fight  over  it;  let  us  not  try  to  oppose  that 
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feature  unless  it  is  for  the  best  interests  of  those  affected  by  the  whole 
matter.  But,  as  a  matter  of  fact,  I  feel  that  way  in  regard  to  it; 
I  have  personally  come  to  that  conclusion,  and  in  saying  that  I  have 
<3ome  to  that  conclusion  I  want  to  repeat  and  insist  that  this  conclu- 
sion, that  I  personally  favor  the  compulsory  feature  of  the  bill,  is 
not  the  conclusion  of  the  organizal^on  which  I  represent — that  is, 
the  Department  of  Sociid  Action  of  the  National  Catholic  W^are 
Council  has  not  put  itself  on  record  as  to  that. 

Mr.  Nesbit.  There  is  one  question  I  would  like  to  ask:  We  have 
to  have  transportation  by  rail,  and  do  you  think  that  it  is  a  matter  of 
detail  as  to  whether  the  Government  shall  operate  the  roads  or  private 
■companies  ? 

Mr.  McGrOWAN.  I  have  some  Government  insurance  in  my  pocket. 
Mr.  Nesbit.  You  do  not  think  that  that  is  a  mere  matter  of  detail  ? 
Mr.  McGowAN.  No,  fflr;  I  would  not  take  that  up  as  a  matter  of 
.socialism. 

Mr.  Nesbit.  Is  not  this  the  same  thing  ? 

Mr.  McGowAN.  No,  sir.  Here  is  a  new  type  of  insurance;  it  is  a 
new  thing  entirely,  and  it  is  created  by  law.  There  is  a  necessity 
for  it,  but  it  is  created  by  law.  Insurance  men  would  like  to  write  it — 
of  course  they  would,  and  to  say  that  you  would  forbid  a  private 
company  from  writing  that  type  of  insurance  as  a  matter  of  principle, 
I  think  IS  going  very  far. 

Mr.  Nesbit.  In  other  words,  you  think  that  the  Goveimment 
should  perform  that  function  or  do  the  insurance  business,  but  that 
it  should  not  do  the  railroad  business  ? 

Mr.  McGowAN.  They  are  not  parallel  things. 

Mr.  Fitzgerald.  Mr.  Nesbit,  I  called  you  earlier  in  the  hearings, 
but  you  did  not  reply.    We  intended  to  !&ear  you  sooner. 

STAT£]II£JSrT  OF  JKUL  CfiABLES  F.  JffSSBIT,  OF  WASHUTaTOiff, 

D.  G. 

Mr.  Nesmt.  Mr.  Chairman,  I  have  very  little  to  say,  and  I  cer- 
tainly am  not  gomg  to  make  a  set  speech  before  you,  or  a  political 
speech,  or  anytning  of  that  kind.  1  have  no  long  speech  to  make, 
but  there  are  two  features  in  this  bill  that  I  think  the  people  of  the 
District  of  Columbia  have  already  expressed  themselves  upon,  and 
the  chief  one  is  the  monopolistic  features  of  the  bill  and  the  fact  that 
it  would  have  to  be  administered  by  people  in  no  way  connected  with 
the  District  government. 

Mr.  UxDERHiLL.  Do  you  think  that  would  make  any  difference  ? 

Mr.  Nesbit.  I  think  it  is  strongly  a  sentimental  reason,  but  that  is 
the  question. 

Mr.  Underhill.  Is  it  not  entirely  a  matter  of  sentiment  ? 

Mr.  Nesbit.  Yes,  sir:  but,  as  Carlyle  said,  whether  you  bury  your 
gfandrnother  or  eat  her  is  a  matter  of  sentiment.  It  is  still  a  matter 
of  sentiment.  Now,  the  real  issue  arises  on  the  compulsory  feature 
of  the  fund.  The  rest  of  this  bill,  I  take  it,  there  is  no  real  issue  about, 
although  there  are  involved  in  it  a  great  many  questions  of  detail — 
that  is,  whether  it  should  cover  domestic  servants  or  not,  and,  of 
course,  there  is  a  ereat  deal  to  be  said  about  that.  I  think  that  is  a 
question  that  ought  to  be  looked  into.  For  instance,  here  is  a  work- 
ingman  and  he  has  a  wife  and  three  or  four  children.   She  gets 
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bimied  on  a  gasoline  stove.  On  the  other  hand,  you  have  the  case- 
of  a  woman  with  no  children  to  look  after  who  bums  her  hand.  1 
mention  that  as  something  to  be  considered,  although  it  is  a  matter 
of  detail.  . 

Mr.  Undbrhdll.  What  would  you  do  in  this  sort  of  situation : 
Suppose  there  is  a  family  of  thre^e  or  four  children,  and  one  of  the 
children  refuses  to  go  to  school.  Suppose  the  child  is  16  years  of  age, 
ancl  they  can  not  compel  him  to  go  to  school  or  to  go  "to  work.  I 
believe  you  do  have  a  process  by  which  you  can  make  them,  work  at 
a  home,  and  suppose  that  child  is  injured  in  that  home  ? 

Mr.  Nesbit.  1  do  not  know  about  that.  I  hare  not  studied  the* 
law  carefully  enough  to  know  whether  such  a  case  would  be  covered, 
but  I  should  think  not  under  the  law  as  I  have  read  it. 

Mr.  Underhill.  Suppose  you  were  counsel  for  a  railroad  company,, 
and  you  came  down  here  to  appear  for  the  company  in  connection 
with  the  merger  bill,  and  while  on  your  way  here  you  were  hit  by  an- 
automobile? 

Mr.  Nesbit.  If  the  person  were  in  the  employ  of  the  railroad  com- 
pany, he  would  be  included,  would  he  not  ?    Tne  (]^uestion  with  us  is^ 
as  to  the  character  of  this  fund.    That  is  the  big  issue.    Now,  I  do- 
not  think  that  I  would  want  an^  more  evidence  than  has  abeady 
been  produced  to  this  committee  in  regard  to  the  Ohio  fund  to  lead 
me  to  condemn  that  method  of  handling  this  vast  problem  of  work- 
men's compensation  without  competition.    If  there  is  a  delay  of  40 
or  50  days  in  paying  the  workingman  throughout  a  whole  State,., 
then  the  answer  is  that  the  legislature  did  not  give  them  the  money,, 
and  that  they  should  put  some  men  in  who  will  give  the  money  and' 
change  the  administration.    In  that  case  you  will  have  a  great 
poUtical  asset.    That  is  a  primary  evil  coming  into  this  kind  of  ousi- 
ness.    That  is  not  a  matter  of  detail,  but  it  is  a  vital  principle,  and 
we  had  just  as  well  say  that  we  must  have  transportation  in  the  hands 
of  the  Government.    Transportation  being  one  of  the  great  neces- 
sities of  the  people  of  the  United  States,  is  it  a  matter  of  detail 
whether  the  Government  performs  that  function  or  whether  a  private 
corporation  shall  do  it  ?    That  is  not  a  matter  of  detail,  but  it  is  a 
matter  of  vital  principle. 

Now,  there  is  another  argument  put  before  this  conunittee  that  is 
not  fairly  understood,  and  that  is  that  the  compensation  is  fixed  by 
a  commission,  and  that  it  is  not  left  to  insurance  companies  at  iJl. 
Will  not  the  insurance  company  have  to  pay  what  it  is  ordered  to  pay, 
after  a  hearing  is  held  before  this  commission  and  after  it  fixes  the 
compensation?  This  does  not  refer  to  the  insurance  company,  and 
it  does  not  matter  what  the  insurance  company  wants  to  pay  or  does 
not  want  to  pay,  but  it  is  a  question  of  what  is  fixed  by  the  Govern- 
ment's commission.  That  is  all  right,  and  there  is  no  objection  to  it. 
That  is  a  part  of  this  law  and  it  is  a  part  of  every  law  on  the  subject. 
The  real  question  is  whether  the  employer  would  have  the  right  to 
place  his  nsks  where  he  desires — -that  is,  whether  the  employers  shall 
place  their  insurance  with  the  State  fund,  with  stock  companies,  with 
mutual  insurance,  or  whether  the  employers  who  are  concerned  shall 
get  together  and  organize  mutual  companies  in  which  to  carry  their 
own  risks.  The  premium  on  these  risks  is  fixed  by  law.  There  is-, 
no  essential  difference  between  these  risks  and  other  insurance  risks. 
All  insurance  is  primarily  for  protection  against  an  untoward  event 
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the  mcidence  of  which  no  one  can  foretell.  Whetiher  it  is  for  pro- 
tection agamst  fire,  accident,  or  destruction  at  sea,  or  anyth^  else 
nobody  can  tell  at  what  time  or  place  the  thing  may  happen-  but  by 
paying  mto  a  common  fund  over  a  period  erf  years  or  months  we 
mrovide  a  fund,  and  when  the  blow  falls  on  any  one  individual  the 
shock  IS  absorbed  by  the  fund  thus  provided. 

Now,  if  it  is  right  and  proper,  or  if  it  should  be  determined  to  be 
right  and  proper  that  the  Government  should  cut  out  all  private 
enterprise,  both  stock  and  mutual  companies,  from  handUng  this 
busmess,  that  does  not  involve  a  mere  matter  of  detail,  but  it  involves 
a  matter  of  principle.    That  is  cutting  at  the  root  of  the  thing.  Of 
course  the  Federal  Government  has  no  control  of  Ohio  in  thismatter 
just  as  It  has  no  control  over  North  Dakota  if  North  Dakota  wants 
to  operate  grain  elevators,  run  banks,  etc.   Those  are  matters  that 
the  htetes  must  determine  for  themselves,  but  you  are  not  legislating 
for  a  State.    You  are  legislating  for  the  District  of  Columbia.  The 
Congress  of  the  United  States  legislates  for  the  District  of  Columbia, 
and  if  this  were  a  new  order  that  had  dawTied  upon  us  all  at  once  it 
would  be  a  very  different  matter.    If  there  were  any  real  need  for'it 
or  if  there  were  a  suggestion  that  the  stock  and  mutual  companies 
could  not  take  care  of  this  business  adequately  then  I  could  see  some 
reason  for  such  a  remarkable  innovation.   I  can  see  that  we  should 
have  a  workman's  compensation  law,  and  I  think  the  District  of 
CoiumbiA  should  have  had  one  long  before  this,  but  if  you  are  ^oins 
to  provide  one  now  and  connect  with  it  all  of  these  propositions''  you 
WiU  make  of  it  a  very  vital  question  for  the  people  of  Washington,  as 
well  as  for  the  insurance  companies  generally  throughout  the  country, 
lhat  is  true,  because  you  are  going  to  find  that  a  great  many  men 
especially  a.s  times  get  hard,  wiU  look  favorably  upon  the  political 
jobs  that  wdl  be  provided,  and  there  will  be  a  great  demand  from  all 
the  48  btates  of  the  Union  for  those  employments.    It  will  be  neces- 
saJT  to  employ  a  number  of  inspectors,  and  on  the  pay  roll  of  the 
M^m^  Govenmi^t  and  on  the  pay  rolls  of  the  States  you  will  have 
a  force  that  is  gomg  to  work  that  way.    The  thing  is  going  to  tend 
that  way.  ^ 

Now,  so  far  as  the  private  companies  are  concerned,  we  are  having 
sharp  competition,  and  we  have  to  get  results.    If  the  private  coi^ 
panics  do  not  get  results,  they  are  soon  down  and  out.    They  are  up 
agamst  a  lot  of  competition,  and  they  have  got  to  render  satisfactory 
service.    There  is  also  competition  between  the  stock  and  mutual 
companies,  and  that  forces  a  large  class  of  companies  to  render  effi- 
cient service.    Now,  if  you  create  this  monopolistic  form  of  doing  that 
busmess,  and  do  awav  with  the  competitive  and  businessUke  wav  of 
conducting  it,  you  will  have  interposed  an  entirelv  new  element  and 
wiU  have  provided  a  system  that  we  believe  is  not  going  to  be  satis- 
factory.   I  think  that  another  point  that  was  made  the  other  day 
was  very  true.    Washington  occupies  a  small  area  of  60  square  miles; 
with  only  two  or  three  large  industries  in  it.    It  is  proposed  her©  to 
start  this  fund  out  without  an  appropriation  or  any  fund,  in  fact,  to 
go  upon.    Then,  if  a  catastrophe  should  happen  in  any  one  of  those 
plants,  and  it  is  hable  to  happen  at  any  time,  they  would  be  left 
without  any  means  of  providing  for  rehef  for  the  people,  and  they 
would  have  to  wait  for  congressional  action.    Thev  would  have  to 
wait  for  an  appropriation  in  order  to  pay  those  claims,  whereas  they 
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should  be  paid  immediately.  You  would  not  have  that  sort  of  a 
situation  with  the  private  companies,  because  they  are  prepared  to 
pa}^  these  claims. 

Mr.  Fitzgerald.  We  have  had  for  several  years  in  Ohio  very  rigid 
laws  in  regard  to  the  inspection  of  phints,  and  with  regard  to  aU  sorts 
of  methods  of  prevention  of  accidents.  Of  course,  that  would  tend 
to  lower  the  risk.  Those  laws  are  very  rigidly  enforced,  and  I  think 
that  the  shops  there  are  as  free  from  danger  as  any  shops  in  the  world. 

Mr.  Nesbtt.  I  think  that  is  trae.  Tsm  more  familiar  with  fire 
insurance  than  any  other  branch,  and  I  want  to  tell  you  that  we  are 
up  against  some  great  difficulties  in  the  South.  I  was  talking  the 
other  day  to  a  large  manufacturer  from  the  South,  who  has  about 
20  different  operations.  We  were  talking  about  insurance  rates, 
and  he  said  that  they  had  higher  rates  in  the  South  than  the  same 
lines  of  business  had  at  the  North,  I  said  to  him,  ^^You  ought  to 
have  it.''  He  said,  ^'Why?"  and  I  said,  Because  you  have  more 
risk. "  He  laughed  and  said,  I  know  we  have. He  said  that  one 
day  a  Negro  workman  walked  down  from  the  third  floor  of  one  of  his 
buildings  and  very  deliberately  asked  for  the  foreman.  TTiey  told 
him  that  the  foreman  was  across  the  street,  and  he  deliberately  walked 
across  the  street  and  asked  again  for  the  foreman.  They  told  him 
that  the  foreman  was  busy  and  he  waited  two  or  three  minutes,  and 
then  said  to  the  foreman,  There  is  a  fire  up  on  the  third  floor.'' 
He  said  that  the  colored  man  had  thrown  a  switch  on  the  motor 
leading  to  an  explosion  when  it  ignited  the  dust,  and  although  there 
were  pails  of  water  there  and  extinguishers,  his  orders  were  to  report 
to  the  foreman  on  anything  unusual.  He  said  that  he  sustained  a 
loss  of  $50,000  simply  because  this  f  aithful^hand  did  not  have  sufficient 
wit  to  know  what  to  do  in  the  emei^ency. 

Now,  there  is  the  problem  you  have  where  you  have  large  indus- 
tries and  employ  different  grades  of  labor.  We  face  problems  here 
that  you  do  not  have  in  Ohio,  and,  of  course,  all  of  those  things  enter 
into  the  cost.  The  cost  in  the  South  is  higher,  possibly,  than  in  most 
other  States.  It  is  a  question  that  will,  perhaps,  work  itself  out  in 
time,  but  it  would  seem  to  me  to  be  a  most  imfortunate  thing  to 
prevent  competition  in  writing  this  insurance  so  that  the  business 
men  of  Wasmngton  and  the  employers  of  Washington  would  be  com- 
pelled to  insure  in  a  particular  way  and  would  be  denied  the  right  to 
place  their  protection  and  buy  their  indemnity  where  they  saw  fit 
and  in  whatever  way  they  pleased.  They  can  not  put  it  in  incom- 
petent companies  that  can  not  pay,  because  they  are  inspected  and 
reported  upon  by  the  insurance  department,  and  they  must  come  up 
to  the  standard  degree  of  solvency.  Here  we  have  no  voice  in  the 
Government;  we  are  doing  business  that  largely  serves  our  Govern* 
ment  people  or  employees,  and  I  think  that  to  take  away  from  them 
that  nght  would  be  something  that  Coi^ess  would  not  be  disposed 
to  do,  or  we  hope  that  it  will  not  be  disposed  to  do  it.  Besides  that, 
I  think  it  would  be  setting  a  bad  example  to  the  States  on  the  part 
of  Congress,  It  is  not  only  unnecessary,  but  it  is  mischievous  in  the 
last  degree  if  it  should  be  carried  out. 

Mr.  Fitzgerald.  Mr.  Duffy  has  pointed  out  some  reasons  why  he 
was  in  favor  of  the  monopolistic  feature  in  this  particular  kind  of 
insurance.  It  is  different  from  fire  insurance  and  life  insurance. 
This  is  a  form  of  insoranee,  as  he  stated^  tiotat  has  hem  seated  largdj 


by  law.  It  is  very  largely  a  matter  of  statute,  and.t&e  business  is 
really  created  by  law.    For  that  reason  Mr.  Duffy  pointed  out  thjt 

he  believed  it  was  the  business  of  the  Government  to  admmister  me 
whole  thing,  and  not  farm  out  the  matter  of  compensation  for  injuries 
to  workingmen,  any  more  than  the  States  should  farm  out  the 
6ollectic»i  of  taxes.  I  simply  mention  those  points  in  order  that  we 
may  narrow  the  ^amsmmi  down,  if  we  caa,  to  a  presentation  along 
thiC^e  lines. 

Mr.  Undbehill.  Could  it  not  be  justly  claimed  that  this  was 
simply  an  extension  of  the  casualty  insurance  business  I  We  never 
heard  of  industries  protecting  themselves  in  that  way  until  the 
casualty  insurance  companies  took  it  up.  It  would  seem  to  be  an 
extension  of  that  idea  because  of  the  nonapplicability  of  the  common- 
law  rule.  If  you  reason  that  it  became  necessary  for  the  protection 
of  the  people  that  the  Government  should  make  it  obligatory,  that 
beino-  the  only  feature  that  the  Government  has  taken  up— — 

Mr.  Nesbit  (interposing).  There  is  another  reason  why  it  should 
be  obliatory.  The  common  law,  or  the  fellow-servant  law,  taken 
from  the  English  common  law,  has  long  been  utterly  obsolete,  because 
it  worked  a  tremendous  injustice  to  the  working  people  of  the  country. 
I  will  give  you  an  instance  of  that:  A  workman  on  the  Baltimore  & 
Ohio  Railroad,  while  acting  as  a  brakeman,  broke  his  leg  at  Harpeis 
Ferry  the  first  day,  but  he  could  not  recover  under  this  law,  because 
of  the  fellow-servant  principle.    Now,  if  you  come  to  the  question  of 

gublic  liabihty,  as  we  call  it,  you  will  fmd  that  private  companies 
are  long  insured  people  against  public  liability.  For  instance,  you 
go  into  a  bptel  ana  stumble  in  the  elevator  which  is  an  inch  off  exact 
&vel,  and  you  sue  the  hotel  for  it.  Insurance  companies  have  taken 
up  that  form  of  risk.  They  have  issued  insurance  contracts  covermg 
afi  kinds  of  risks,  and  employers'  compensation  is  one  of  them,  even 
where  there  is  no  compulsory  law.  We  might  say  that  in  three  out 
of  four  instances,  the  cases  recover,  according  to  the  record. 
Mr.  Fitzgerald.  It  probably  runs  as  high  as  9  out  of  10. 
Mr.  Nesbpt.  The  cost  of  bringing  suit,  the  delays  in  the  courts, 
ftud  all  of  those  things  make  it  impossible  almost,  and  the  workman 
is  certamly  placed  at  a  great  disadvantage.  There  is  no  question 
about  that.  Let  us  come  down  now  to  the  issue  which  has  been  very 
properly  stated— that  is,  the  question  of  the  (Jovepx^ent  compeUing 
men  to  take  out  this  protection  or  carry  these  risks  m  the  way  pro- 
vided in  this  bill:  They  are  allowed  the  very  widiost  latitude  under 
competitive  funds,  and  they  can  carry  this  msurance  themselves  if 
they  have  the  financial  ability,  or  they  can  form  mutual  associations 
of  their  own,  if  they  think  they  can  do  it  successfully.  They  can  go 
into  mutual  companies  or  stock  companies,  and  if  you  want  to 
create  a  State  fund,  they  may  also  go  into  that.  In  other  words,  you 
should  have  qojnpetitive  f^nds.  In  the  case  of  Ohio,  they  illogically 
show  that  the  State  pays  the  overhfia(d,  but  pxt  private  c<?ppany  g^ts 
its  overhead  paid  by  somebody  else.  .  . 

Mr.  Fitzgerald.  That  brin^  up  an  interesting  proposition.  1 
understand  from  Mr.  Duffy  that  about  90  per  cent  of  the  manufac- 
turers of  Ohio  are  in  favor  of  the  exclusive  plan.  Assuming  that  is 
true,  and  allowing  for  incorrect  statistics,  etc.,  it  is  difficult  to  under- 
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stand  that  there  are  at  least  10  per  cent  who  are  not  in  favor  of  it, 
where  the  cost  of  it  is  shown  to  oe  33  per  cent  less  than  the  cost  of 
the  insurance  companies  when  operating  by  themselves.  Now,  what 
I  would  like  to  get  at,  and  I  think  all  of  me  members  of  the  committee 
would  be  interested  in  it,  is  to  know  why  individual  manufacturers 
or  employers  would  prefer  in  any  instance  the  competition  of  private 
companies  if,  in  fact,  it  does  cost  a  considerable  amount  more.  It 
has  been  suggested  that  it  is  because  they  are  interested  in  the  in- 
surance companies  very  largely  and  in  other  matters  where  they  fear 
that  this  is  a  sort  of  an  opening  wedge  to  socialism. 

Mr.  Nesbit.  As  to  the  attitude  of  those  men,  I  am  utterly  un- 
familiar with  it.  I  will  ask  Mr.  Jones,  of  New  York,  to  spefJc  on  that, 
because  he  can  give  you  the  details. 

Mr.  TJNDERmLL.  In  Massachusetts  we  have  State  life  insurance, 
and  it  is  almost  impossible  to  get  men  to  insure  under  it.  For 
instance,  I  carry  over  $5,000  in  companies,  mutual  and  otherwise, 
and  only  S5()0  in  State  insurance.  I  took  that  because  I  was  a 
member  of  the  legislature  that  passed  that  law,  and  I  felt  that  I 
should  support  it. 

Mr.  Nesbit.  Your  State  life  insurance  in  Massachusetts  is  operated 
through  the  savings  banks,  and  it  is  a  very  remarkable  system.  I 
was  going  to  say  that  I  thought  it  was  doing  pretty  well. 

Mr.  Uni>bkhill.  They  have  placed  it  before  the  people  through 
lecturers,  through  literature,  and  by  making  personal  solicitations, 
but  they  do  not  seem  to  get  the  business.  They  do  not  seem  to  be 
able  to  get  them  interested  in  it.  It  matters  not  whether  they  are 
well  paid  or  poorly  paid,  they  do  not  buy  it.  It  is  very  much  cheaper 
than  the  insurance  that  the  regular  companies  sell.  If  I  make  a 
deposit  in  a  savings  bank  of  a  c^tidn  ampunt,  say,  of  $500,  the 
interest  on  that  pays  my  premium. 

Mr.  Ne^het.  I  know  there  is  a  great  deal  of  competition  or  oppo- 
sition to  it.  There  are  many  States  that  have  competitive  State 
funds  that  have  done  well.  I  think  you  will  find  that  Pennsylvania 
has  accumulated  something  like  $2,500,000  in  surplus  from  its  com- 
petitive State  fund,  but  it  does  not  deny  the  employer  the  right  to 
take  any  other  compensation  insurance.  I  think  your  committee 
would  do  well  to  hear  from  Mr.  Donaldson,  the  commissioner  of 
Pennsylvania,  who  has  made  quite  a  study  of  this  question  in  Penn- 
sylvania. Pennsylvania  is  an  mdustrial  State  like  Ohio.  The  State 
of  Virginia  has  just  passed  a  law  riBicently,  and  they  have  the  com- 
pulsory feature.  '  They  have  many  of  the  features  of  the  Ohio  law. 
The  Ohio  law  has  made  a  gi'eat  impression  over  this  country. 

Mr.  Fitzgerald.  They  have  not  the  exclusive  feature? 

Mr.  Nesbit.  No,  sir;  but  they  did  copy  much  of  the  Ohio  law  as 
to  compensation. 

Mr.  Montague.  It  is  more  nearly  based  on  the  Indiana  law. 

Mr.  Nesbft.  The  District  of  Columbia  is  so  ^all  in  area  and  has 
so  few  industries^  that  it  would  seem  to  be  not  so  necessary  to  create 
a  fund  here  as  possibly  in  some  States  like  Ohio  and  Pennsjlvania, 
Speaking  purely  personally,  I  can  say  that  I  see  no  objection  to  a 
State  creating  a  fund,  providing  it  is  a  competitive  fund*  If  the 
people  elect  to  go  into  it,  let  them  go  into  it.  ^ 

Mr.  Montague.  Mr.  Chairman,  if  I  can  find  time  in  the  next  ten 
days  to  prepare  and  file  with  your  committee  a  memorandum  or 
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brief  limited  to  the  question  of  the  wisdom  or  lack  of  wisdom  of  a 
State  or  the  Federal  Government  going  mto  this  insurance,  I  shall 

do  so. 

Mr.  Fitzgerald.  Covering  the  monopolistic  feature? 
Mr,  Montague.  On  that  one  point;  yes,  sir. 

Mr.  Fitzgerald.  The  committee  would  like  to  hear  Mr.  Kellev  at 
some  tune,  and  if  we  adjourn  until  Thursday  morning  we  can  iiear 
him  then. 

Mr.  Brashear.  I  would  like  to  ask  Mr.  Neshit  one  question:  Do 
you  think  there  is  any  danger  through  having  a  fund  set  up  here  in 
the  District  of  Columbia,  m  connection  with  which  men  could  be 

appointed  to  Government  positions  ?  ^ 

Mr.  Nesbit.  I  have  already  raised  the  question  with  the  committee 
that  Washington  is  in  a  peculiar  position.  It  has  been  a  bone  of 
contention  for  a  long  time.  There  are  three  or  four  hundred  thousand 
people  here  who  have  no  voice  in  their  government.  I  do  not  know 
that  they  have  any  complaint  to  make*  I  have  lived  here  thirty 
years  

Mr.  FrrzGERAU)  (interposing).  Oh,  yes;  they  have  a  complaint. 
Mr.  Nesbit.  I  would  look  upon  it  as  a  very  great  calamity  ii  I  were 

forced  to  live  in  any  other  city  than  Washington.  I  think  it  has  the 
best  government  in  the  country.  I  think  it  is  the  best  governed  city 
I  know  of.  I  know  that  it  is  moderate  in  its  cost  to  the  people:  it  has 
wide  streets,  good  schools,  and  every  advantage  that  I  can  think  of. 
However,  they  have  ao  say  about  their  government,  or  not  a  great 
deal  to  say. 

Now,  it  would  be  a  different  matter,  it  seems  to  me,  to  impose  on 
people  in  that  condition  a  compulsory  fund  to  which  they  must 
subscribe  in  this  matter  of  insurance  than  it  would  be  in  the  case  of 

the  people  of  Ohio  or  any  other  State  where  they  have  a  voice  in  the 
Government.  It  is  a  very  different  (juestion  here.  I  can  not  answer 
as  to  any  danger  about  the  matter,  and  I  do  not  know  of  any,  but 
I  do  raise  that  issue,  and  I  think  that  is  a  very  fundamental  question. 

Mr.  Kelley.  Do  vou  think  it  would  be  more  of  an  imposition  to 
place  that  responsibdity  upon  the  taxpayer  than  upon  the  employer  ? 

Mr.  Nesbit*  I  am  talking  about  the  fund,  and  whether  it  should 
be  a  Government  fund  or  whether  the  employers  can  cover  it  through 
any  other  kind  of  insurance. 

Mr.  Fitzgerald.  Mr.  Jones,  would  you  outline  in  the  next  five 
minutes  what  you  would  like  to  say  in  reply  to  Duffy's  statement 
about  Ohio  ? 

SXATEKESTT  OF  UK  F.  £OB££TSON  JONES. 

Mr.  Jones.  Mr.  Chairman,  I  wanted  to  call  the  committee's  atten- 
tion to  the  evidence  in  regard  to  some  statements  made  by  Mr.  Du&jy 
and  particidarly  with  reference  to  the  cost,  but  I  shall  not  have  time 

to  go  into  that  in  five  minutes. 

Mr.  Fitzgerald.  You  do  not  beheve  that  those  figures  cover  the 
cost  ? 

Mr.  Jones.  No,  sir.  I  am  prepared  to  show  that  if  I  am  allowed 
suflicient  time  to  do  it. 

When  we  talk  of  this  being  wasted  and  used  up,  and  so  on,  that  is 
a  very  broad  statement.   According  to  figures  that  were  gotten  out 
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by  the  New  York  department  in  1919  and  quoted  by  Mr.  Whitney 
in  an  addr^s  at  Los  Angeles  or  San  Francisco,  the  percentages 
appear  to  be  somewhat  higher  than  those  of  Mr.  Hooks.  The  total 
expense  in  connection  with  the  stock  companies  is  given  as  38.68. 
I  believe  that,  roughly,  the  expense  is  placed  at  about  37i.  These 
figures,  however,  were  not  audited  figures;  they  were  based  on 
business  tliroughout  the  whole  United  States.  Now,  that  figure  is 
made  up  of  the  cost  of  adjusting  claims,  the  cost  of  inspections, 
taxes,  home-office  expenses,  and  acquisition  costs.  Now,  to  just 
outhne  very  briefly  what  I  shall  have  to  say  later  on  with  regard  to 
those,  because  I  shall  want  time  to  develop  the  point,  in  the  first 
place  the  cost  of  adjusting  claims  is  set  down  at  7.22.  That  is  not 
wasted.  It  is  necessary  under  any  law  and  to  do  justice  under  that 
hiw — and  if  you  do  not  do  it  as  I  understand  it  has  been  done  in 
Ohio  in  a  haphazard  manner  on  paper,  very  lai^ly  on  paper  repre*- 
mentations  instead  of  personal  investigations — ^to  get  at  the  facts 
through  hearings  and  investigations  in  order  that  one  employee  shall 
not  get  more  than  he  should  nave  and  that  another  employee  should 
not  get  less  than  he  should  have.  Therefore  I  think  that  within 
reason  the  money  paid  for  the  adjustment  of  claims  and  in  arriving 
at  the  equities  of  the  case  is  not  wasted.  Of  course,  if  too  much  is 
spent  in  that  way  it  would  be  wasted,  but  the  question  is,  How  much 
is  a  fair  amount  to  spend  upon  a  matter  of  that  kind  ? 

Mr.  UNDSiBmLL.  In  those  investigations,  does  it  not  frequently 
occur  that  something  in  the  way  of  accident  prevention  mipit  veay 
well  be  applied  at  that  particular  point  ? 

Mr.  F.  K.  Jones.  Yes. 

Mr.  Undehiiill.  Do  you  have  a  separate  account  for  that? 

Mr.  F.  R.  Jones.  That,  I  think,  would  come  under  other  headings 
or  ought  to  come  under  them.  This  is  for  ascertaining  the  real  facts 
in  the  case. 

Mr.  Fitzgerald.  You  find  no  fault  with  this  bill  in  that  it  does 
give  this  commission  a  little  diance  to  point  out  and  remedy  danger-- 
ous  conditions  ? 

Mr,  F.  R-  JoNESi  Oh,  I  think  that  is  a  necessary  thing.  If  you 
get  the  facts  in  the  case  you  know  how  that  accident  happened,  and 

if  you  know  what  the  facts  are  you  have  that  much  more  information 
to'  act  upon  in  preventing  accidents  in  the  future.  With  regard  to 
inspections,  which  is  the  next  item,  the  figure  given  by  the  New 
York  insurance  department  is  2.08.  No  one  will  object  to  that 
expenditure.  Now,  in  the  case  of  Ohio,  it  used  to  be  the  fact  that 
there  were  no  physical  inspections  or  little  or  no  physical  inspections 
of  factories  to  make  suggestions  as  to  how  they  could  be  improved, 
or  as  to  how  things  could  be  changed  in  order  to  avoid  these  acci- 
dents, but  a  system  of  penalties  was  followed.  I  imderstand  that 
has  been  done  away  with  recently,  to  a  large  extent,  and  that  it  is 
done  by  a  system  of  demerits. 

If  a  man  has  an  accident,  a  fatal  accident,  a  permanent  total 
disability  accident,  he  is  penalized  so  much  on  account  of  that 
accident.  It  is  a  novel  way  of  substituting  a  system  of  penalties 
for  a  real  system  of  inspection  of  physical  conditions  in  a  factory 
and  making  suggestions  with  reference  to  how  accidents  can  be 
avoided  in  t^e  future.   The  amount  of  money  spent  by  insurance 
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carriers,  whether  mutual  or  whether  State  fund  or  stock,  on  inspec- 
tions is  certainly  not  wasted.  It  is  well  spent,  and  I  should  like 
to  see  twice  or  thrice  the  amount  turned  in  tnat  direction.  Another 
part  of  that  38.68  is  the  amount  paid  in  taxes,  which  is  set  down  at 
3.63.  Certainly  the  insurance  companies  are  not  to  be  blamed  for 
the  amount  they  pay  in  taxes,  and  yet  that  is  a  part  of  that  differs- 
tial  of  which  Mr.  Duffy  has  spoken,  and  to  wnich,  Mr.  Chairman, 
you  have  referred  several  times. 

Mr.  Fitzgerald.  That  ought  not  to  enter  into  it.  That  clause 
oi^ht  to  be  taken  into  consideration  and  eliminated. 

Mr.  F.  R.  JoN£S.  It  is  our  misfortune  that  we  are  taxed;  let  us 
put  it  that  way.  Now,  another  thin^:  Home  offices  expenses,  are 
set  down  at  8.72.  Waiving  the  question  of  whether  or  not  that  is 
too  laj^  or  too  small,  it  is  my  contenticm  that  it  does  not  make  any 
difference  what  you  call  it,  but  that  an  e<][uiYalent  amount  of  home 
office  work  must  be  done.  You  take,  for  mstance,  the  case  of  Ohio. 
They  give  these  figures  of  3  per  cent  or  under,  but  no  notice  is  taken 
of  tbe  fact  that  a  great  deal  of  work  is  done  by  collateral  depart- 
ments in  the  State  of  Ohio;  even  in  the  State  of  New  York  a  great 
deal  of  work  is  done  by  collateral  bureaus  of  the  Department  of 
Labor.  The  administration  of  the  law,  I  mean,  from  the  point  of 
yiew  of  the  cWks,  the  amount  of  supervision  and  the  general  routine 
of  home  officse  work,  has  got  to  be  taken  care  erf  in  some  way  by  State 
funds;  it  does  not  make  any  difference  what  you  call  it;  you  can  call 
it  one  thing  or  another  thing,  but  you  have  got  to  have  it.  Hie  last 
factor  in  that  percentage  of  expense  is  17.03,  set  down  as  acquisition 
cost.  Now,  gentlemen,  I  think  that,  by  any  process  of  elimination 
that  you  may  take  up  here,  you  could  write  down  in  nearly  every 
instance  about  this  proposition  that  about  the  only  way  in  which 
a  stock  company  Eers  from  the  State  funds  in  cost  is  in  the 
cost  of  acquisition,  as  it  is  frequently  and  erroneously  called. 

We  are  willing  to  admit  here  that  a  certain  amount  of  that  17.03 
percentage,  usually  set  down  as  acquisition  cost,  represents  the 
cost  of  doing  this  Dusiness  through  stock  insoranoe  Gompanies  that 
you  would  not  have  to  meet  to  that  extent  ui  monopolistic  State 
msuranee  funds,  and  in  some  cases  competitive  State  insurance 
funds.  You  take,  for  instance,  the  New  York  State  fund.  The 
New  York  State  fund  did  agency  work;  it  did  agency  work  through 
other  kinds  of  agencies.  I  could  go  into  that  and  show  you  the  ways 
by  which  the  New  York  State  fund  soUcited  business  throughout 
the  State  of  N©w  York,  so  that  a  certain  amount  of  acquisition  cost 
of  that  kind  can  be  charged  against  the  New  York  State  fund,  and  I 
have  no  doubt  at  all  th^  m  other  competitive  insurance  funds  you 
will  find  the  same  thing  being  done,  under  the  guise  of  inspections, 
inspectors^  or  through  this  medium  or  through  that  medium.  With- 
out getting  right  down  to  it,  here  is  the  figure,  17.03,  which,  we  will 
say,  represents  the  acquisition  cost,  plus  other  things.  Now,  the 
proportion  in  that  17.03  representing  accjuisition  cost  I  am  not  pre- 
pared to  say,  because  the  other  factors  bound  up  in  that  peicentage 
of  17.03  are  very  matejrial.  For  instance,  the  agent,  or  the  broker, 
as  th^  case  may  be,  gives  service  to  the  employer.  You  can  take 
any  great  plant,  for  instance,  where  the  insurraice  is  placed  through 
a  stwk  insurance  company,  and  there  are  many  different  kinds  or 
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classes  of  industry  in  a  great  shop,  and  certainly  some  different  kinds 
in  smaller  shops;  that  is,  there  are  classifications. 

It  is  necessary  for  the  manufacturer  or  employer  to  get  expert 
advice  every  day  on  some  phase  of  his  insurance  nsk;  that  is  to  say, 
to  classify  "these  things  in  order  to  get  a  proper  premium  on  those 
various  dassifications.  Then  there  is  the  service  of  assisting  in 
reporting  accidents  and  going  through  the  routine  required  by  law. 
There  are  a  hundred  and  one  ways  in  which  tKe  insurance  broker  and 
insurance  agent  is  all  the  time  contributing  a  service  to  the  assured. 
So  a  certain  part  of  that  17.03  represents  service.  Now,  it  may  be 
that  after  you  have  taken  credit  for  service  and  other  activities  of 
insurance  companies  and  their  representatives,  which  represent 
service  to  the  assured,  that  there  is  a  certain  differential  there  that 
does  represent  the  extra  cost  of  doing  this  kind  of  insurance  business 
as  against  a  monopolistic  State  insurance  fund,  and  if  there  is  we  are 
perfectly  willing  to  recognize  the  fact  that  a  competitive  system  or 
any  kind  of  a  competitive  system  is  something  that  the  people  have 
got  to  pay  for. 

Mr.  FiTZGERAM).  But  you  claim  it  is  worth  paying  for  i 

Mr.  F.  R.  Jones.  It  is  worth  paying  for;  that  is  the  point  1  am 
making,  that  it  is  worth  paying  for.  Becoming  a  little  academic,  by 
competition  we  have  private  activities  in  every  direction  from  which 
w^e  get  a  certain  residuum  that  is  of  value  to  the  community  and  to 
society  in  the  long  run,  whereas  if  you  tie  up  all  industry  in  one 
great  "State  monopoly  you  are  in  danger  of  dying  of  dry-rot;  you 
simply  crystallize  things  in  one  form,  and  it  is  impossible  to  have  any 
processes ^of  evolution  take  place  under  those  conditions.  Therefore, 
gentlemen,  the  competitive  system  is  worth  what  is  paid  for  it.  In 
connection  with  the  insurance  business,  as  applied  to  workmen's 
compensation,  we  do  not  claim  that  there  is  not  a  difference  that  is 
greater  than  we  find  in  monopolistic  State  insurance.  Let  me  swr 
that  it  would  be  true  of  every  single  industry  in  the  country  if — and, 
gentlemen,  that  is  a  very  big  if— if  every  industry  were  run  by  the 
Government,  owned  by  "the  Government,  controlled  by  the  Govern- 
ment, and  if  every  Government  official  and  every  Government  em- 
ployee were  honest  and  efficient  and  performed  his  duties  

Mr.  Fitzgerald  (interposing).  And  only  got  about  half  pay? 

Mr.  F.  R.  Jones.  And  if  he  is  paid  the  full  value  of  his  services— 
and  he  is  probably  how,  in  many  instances,  paid  more  than  his  full 
value  

Mr.  Fitzgerald  (interposmg).  Look  at  the  Congressmen  here. 

[Laughter.] 

Mr.  F.  R.  Jones.  So,  as  I  say,  the  competitive  system  is  worth 
what  it  costs,  and  we  would  be  in  an  awful  slump  and  in  an  awful 
dump  if  we  did  not  have  the  competitive  system. 

Mr.  Fitzgerald.  I  think  we  can  all  agree  with  you  on  these  things, 
but  what  we  are  trying  to  get  at  is  how  big  the  differential  is  and 

whether  it  is  worth  it.  .    ,        .      -  • 

Mr.  F.  R.  Jones.  The  best  proof  of  the  puddmg  is  the  eatine  of  it. 
Mr.  Fitzgerald.  And  we  would  like  to  have  the  result  of  your 

analysis  of  that  as  closely  as  you  can  approximate  it — your  idea  of 
what  the  differential  probably  is,  taking  all  the  factors  into  consid- 
eration. 
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Mr.  F.  R.  Jones.  As  a  rough  guess — I  have  not  gon©  mto  this  • 

Mr.  FnzoEBALD.  I  do  not  mean  <^haad>  but  prepaid  something 
for  the  committee. 

Mr.  F.  R.  Jones.  But  I  am  willing  to  admit  that  as  much  as 

probably  7  per  cent  represents  the  value  of  competition,  that  it  mi<2:ht 
be  that  much,  but  you  can  readily  see  that  it  is  a  matter  incapable 
of  demonstration,  because  you  can  not  demonstrate  the  value  of  these 
services  of  the  agent  and  of  the  broker  to  the  assured.  *  Now,  as  I 
said;  probably  tla^  best  proof  of  the  pudding  is  the  eating  of  it.  You 
take  State  insurance,  mx.  Du&j  has  appe^^,  and  Mr.  Duffy  makes 
a  very  forceful  speech  and  a  very  persuasive  speech.  I  have  heard 
Mr.  Duffy  make  quite  a  number  of  speeches.  Mr.  Duffy  has  pre- 
sented this  side  of  the  case  as  ably  as  he  did  to-day  to  the  Minnesota 
legislative  commission,  and  he  presented  it  also  to  the  New  York 
judiciary  committee  three  or  four  years  ago.  He  has  presented  these 
same  arguments  to,  I  will  say.  S  or  10  or  12  or  a  score  of  States,  com- 
missionsj  and  so  on^  throughout  this  country,  but  not  a  single  one  of 
them  has  adopted  Mr.  Duffy's  Ohio  system  with  the  exception  of  the 
Nonpartisan  Ijeague  State  of  North  Dakota;  not  one  of  them. 
They  have  every  one  of  them  turned  down  thm  proposition  that  Mr. 
Mr.  Duffy  says  is  the  best  thing  in  the  country, 

Mr.  Fitzgerald.  I  am  afraid  we  will  have  to  adjourn,  as  much  as 
we  would  like  to  go  on;  we  have  run  considerably  over  time,  and  on 
Thursday  we  will  be  very  glad  to  hear  you  further.  Any  memo- 
randum you  may  care  to  prepare  will  be  given  very  careful  consider- 
ation, and  Mr.  Kelly  will  be  here  on  Thursday.  Mr.  Duffy,  on  behalf 
of  the  committee,  I  want  to  thi^  vou  very  much  for  your  attendance 
and  the  very  best  exposition  we  nave  heard.  If  there  is  anything 
further  that  you  care  to  offer  in  favor  of  the  exclusive  plan  in  Ohio 
in  addition  to  what  you  have  said,  I  would  be  very  glaa  to  get  it  in 
printed  pamphlet  form  or  in  any  other  form. 

Mr.  Duffy.  May  I  make  this  one  statement,  that  the  arguments 
which  have  just  been  made  I  have  heard  before,  too.  [Laughter.] 

Mr.  FiTZGEEALD.  We  do  not  understand  that  Mr.  Jones  has  always 
kept  silent. 

Mr.  DuFPY.  The  point  I  want  to  make  is  this,  that  the  reason  other 
States  have  not  adopted  it  is  this,  there  is  too  much  fnoney  against  it, 
Mr.  F.  R.  Jones.  That  is  hitting  below  the  belt,  Mr.  Onainnan. 
Mr.  DuFPY.  I  am  not  hitting  below  the  belt.   In  Minnesota  it 

passed  the  house,  did  it  not  ? 
Mr.  F.  R.  Jones.  No. 
Mr.  Duffy.  Two  years  ago  ? 
Mr.  F.  R.  Jones,  Yes. 

Mr.  Duffy.  But  was  lost  by  one  vote  in  the  senate. 

Mr.  F.  R.  Jones.  It  was  overwhelmingly  tumed  down. 

Mr.  DuFFT.  You  do  not  mean  two  yeais  ago  ? 

Mr.  F.  R.  Jones.  No;  when  it  was  a  Nonpartisan  League  State^ 
like  North  Dakota,  Mr.  Duffy. 

Mr.  Duffy.  What  I  want  to  show  is  that  an  investigation  was 
made  of  the  law  by  a  so-called  State  board  of  commerce. 

Mr.  Fitzgerald.  Do  you  mean  in  Minnesota  ? 

Mr.  Duffy.  No;  in  Ohio.  It  was  in  charge  of  a  man  by  the  name 
of  Schimaufiky.   A  report  was  made  and  a  copy  of  it  was  put  upon 
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the  desks  of  the  hotise  and  senate  in  Minnesota  for  the  purpose  of 
defeating  the  proposition  in  Minnesota,  through  the  prejudice  it 
created,  and  bemg  called  a  socialistic  theory,  and  such  as  that,  i 
only  cite  that  to  show  you  the  methods  used,  and  I  say  that  if  it 
not  for  such  methods  they  could  not  stop  the  State  insurance  fund 
from  being  adopted  in  Minnesota  and  all  the  other  States. 

Dr.  Andrews.  And  it  will  be.  i    u  + 

Mr.  Duffy.  I  wanted  to  say  that,  because  I  can  not  be  here  to 
answer  Mr.  Jones.  I  also  want  to  say  this,  that  when  the  board  of 
commerce  in  Ohio  made  a  further  attempt  to  change  the  Ohio  law 
this  last  time  they  sent  out  circulars  broadcast,  claiming  that  they 
had  3,000  signatures,  and  later  they  elaimed  that  they  had  the  sig- 
natures of  5,000  Ohio  employera.  „  rnu 

Mr.  F.  R.  Jones.  Are  not  those  signatures  m  file?    rhey  are  on 

file,  as  I  understand  it.  ,  ,   .  -i. 

Mr  Duffy.  No;  they  are  not  filed;  they  stated  that  they  were  the 
duplicates,  and  that  if  they  wanted  to  see  the  originals  they  could  go 
to  Mr.  Schimansky's  office,  where  the  originals  were  on  hie  the 
pomt  I  wanted  to  make  is  that  the  insurance  men  financed  that 

'""jS^^R.  Jones.  Mr.  Oiairman,  I  would  like  to  have  Mr.  Duffy 
offer  anv  evidence  he  may  have  of  that  fact.    I  know  it  is  not  so. 
Mr.  fezGEBALD.  If  the  iiMwffance  men  did  not  mtwest  themselves 

in  it,  they  would  not  be  looking  after  themseives. 

Mr.  F.  R.  Jones.  We  would  like  to  see  that  done,  because  Mr. 
Duffy  makes  a  definite  charge  there.  ,   ^     ■   n  j 

Mr.  Duffy.  I  make  the  charge  and  stand  by  it,  that  it  is  financed 

by  insurance  men.  ,  ,      , , 

Mr.  F.  R.  Jones.  And  I  will  make  the  charge  that  Mr.  Dufl^y  can 
not  prove  it,  that  he  c«ri  hot  give  the  slightest  evidence  ot  that,  and 
I  can  give  him  evidence  that  that  is  not  true. 

Mr.  FitzgeraU).  We  will  recwre  memoFaadums  from  either  side. 

Mr.  F.  R.  Jones.  Can  you  give  the  evidencse? 

Mr.  Duffy.  Yes;  I  can  give  the  evidence. 

Mr.  F.  R.  Jones.  Will  you  file  it  with  the  committee?. 

Mr!  F.  R.  Jones.  I  will  file  my  evidence  with  the  chauman  that 

that  is  not  true.  ,        i     i  i 

Mr  FooflT.  As  has  been  said,  Pennsylvania  has  had  written  on  tiie 
statute  books  a  law  that  works,  and  as  there  will  be  36  members  Irom 
Pennsylvania  ultimately  caUed  upon  to  vote  on  this  question  may  i 
not  as  an  ex-officio  member  of  this  subcommittee,  have  Mr.  Donald- 
son come  here  on  Thursday,  if  I  can  get  him  i  We  have  no  means  of 
defraying  his  expenses,  but  possibly  the  State  <rf  Pennsylvama  wiU 
see  ttat  he  comes,  and  while  we  are  on  the  subject  we  wiU  feettr  txmi 
one  who  knows,  or  ought  to  know,  all  about  this  m  a  great  mdustnal 
State  like  Pennsylvania. 

Mr.  Fitzgerald.  Following  your  suggestion,  we  will  hope  to  Hear 

Mr.  DooaldBon  on  Thursday.  .  .   n      .  t 

Mr  FocHT.  I  have  no  idea  as  to  what  his  views  are  at  all,  but  i 
know  we  have  in  successful  operation  there  a  workman's  compensa- 
tion law,  and  I  would  like  to  hme  his  testimony,  and  I  think  he  can 
throw  as  much  light  on  these  matters  as  any  of  the  exp€^  who  may 
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be  called.    Therefore,  I  wiU  wire  him  and  i«k  I  will 

use  every  effort  to  have  him  neare.  a-    ^  a 

wian  kimoAK  Mid  I  exoect  more  iniormation.  . 
WW 'iJwi*  We  wiU  release  the  insurance  men,  Mr.  Chair- 

"onsenT  ofThe  prS.*  rf  the  company  of  which  that  usance  man 

is  an  accent  to  give  any  evidence  be  haa. 

Mr  Dui  1  Y.  I  do  not  plav  that  kind  of  a  game 

Mr  FiTZGER  VLD.  You  can  well  understand,  Mr.  Jones,  that  that 
man's  future  m  the  insurance  business  would  not  be  very  prospem^ 
The  did  The  committee  will  stand  adjouined  until  10  o  clock, 

Thursday  mcMming,  May  19, 1921. 


Subcommittee  of  the  Committee 

ON  THE  District  of  Columbia, 

House  of  Representatives. 

Thursday,  May  19,  1921. 

The  subcommittee  met  at  10  o'clock  a.  m.,  Hon.  Roy  G.  Fitagerald 

^'^^?L?R*     conmuttee  will  be  in  order  and  it  wiU  be  gla.1 
to  hear  from  Mr.  Kelly. 

epTAVTEHnJSWT  OF  MR   JOHN  T.  KELLY,  LOCAL  LEGISLATIVE 
MEH,  WASHIWGTOH. 

Mr.  Kelly.  Mr.  Chairman  and  ^entl^en:  I  believe  I  represent  a 
hoflv  of  men  that  follow  the  most  hazardous  class  of  industry  a  man 
^Veiaged  i^^  that  is,  the  railroad  wc^k^,  Oie  brakem^  and 
^  Sen  and  conductors.  The  need  of  this  bill,  genUemen  to 
Sb  wOTkCT  I  think,  is  one  of  the  most  essential  things  that  has  ever 
W  Stroduced  in  the  House  or  will  be  introduced  in  the  House 

cite  X  an  instance  that  came  to  my  attention  not  later  than 
veSay    A  mwi  by  the  name  of  John  Stafford  Taj^or,  an  em- 
ployee of  ihe^^^  Railroad  for  49  years  is  right  now  m  the 
CasuaUy  Hospital,  operated  on  Monday  for  a  hernia  that    as  in- 
curred in  line  of  dutv.    That  man  has  not  absolutely  a  nickel,  I 
miSt  ule  the  expression,  to  defray  his  hospital  expenses.   He  sent 
f^mTl  see  if     could  possibly  raise  some  money  among  my 
worSrs.'  He  is  a  man  that  always  was  opposed  to  g^^^g 
but  I  could  not  say  that  I  was  opposed  to  assisting  him.    I  told  him 
-Mr  tSio?^  just  at  present,  the  men  employed  on  the  terminal 
pr^'ertyTe'iJot  laxge%ugh  to  make  a  ^natio^^^  l^^^d'^o'to  the 
large  enough  to  assist  vou  m  any  m^mer  at  aU  ;  but  1  g^^?.^^ 
comnanv  and  I  stated  my  case  to  the  trammaster.    He  said,    vv  e 
"nCfdo  a  thing  for  yoJ  "    I  said,  "Mr.  Hee%  e^^^^^ 
to  your  attention.    Mr.  Taylor  has  given  faithful 
Peimsylvania  Raiboad  for  49  years.    He  has  been  a  member  of 
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the  Pennsylvania  Relief  for  39  years.  He  has  paid  $2.25  a  month 
into  that  relirf" — ^which  amounts,  gentlemen,  to  close  to  $1,100.  I 
sMd,  "Can  you  overlook  tfee  fact  of  this  man  paymg  the  sum  of 
$2.25  for  39  years  and  you  can  not  advanee  him  the  small  sum  of 
$150?"  He  said  to  me,  "Kelly,  due  to  that  fact  I  beUeve  I  will 
take  this  up  with  the  superintendent."  He  is  going  to  take  it  up 
with  the  superintendent,  but,  of  course,  there  is  no  assurance  of 
getting  the  $150.  The  only  place  left  open  to  that  man  is  the  poor- 
house,  I  told  Mr.  Heelej;,  "He  wants  to  borrow  this  nioney.  he 
does  not  want  you  to  give  it  to  him.  He  wants  to  borrow  it  against 
his  claim."    The  man  is  close  on  to  70  years  of  age. 

Mr.  Undebbiix.  Does  he  belong  to  the  union  1 

Mr.  Kelly.  No,  sir;  he  has  absolutely  refused  to  go  mto  the 
Brotherhood  of  Railroad  Trainmen.  If  he  was  a  trainman,  gentlemen 
he  would  be  taken  care  of. 

Mr.  Undeiihill.  That  is,  if  he  was  a  member  of  the  union. 

Ml-.  Kelly.  If  he  was  a  member  of  the  Brotherhood  of  Ilaih-oad 
Trainmen;  yes,  sir,  he  would  be  taken  caie  of.    Now,  that  is  one 

I  will  cite  you  another  case  of  a  young  man  by  the  name  ot  Brown, 
an  overseas  veteran  in  the  prime  of  life.  I  do  not  guess  Brown  is 
over  24  years  of  age.  Right  back  of  this  building  here  in  the  freight 
yards  of  the  Pennsylvania  Railroad  he  was  caught  m  betwe^  two 
cars  on  a  curve  track  and  his  pelvis  bone  was  shattered.  .Brown 
to-day  can  not  perform  any  manual  labor.  The  Pennsylvania  Kail- 
road  gave  him  a  position  as  a  call  boy.  He  is  a  man  with  a  family. 
He  could  not  ride  a  bicycle  due  to  the  troubh^  with  the  pelvis  bone, 
and  they  have  let  him  out.  Now,  he  belonged  to  that  relief,  and 
due  to  the  fact  that  he  entered  suit  through  one  of  these  ambulance 
lawyers — ^to  show  you  how  bright  he  was,  he  entered  suit  aeainst  the 
Pennsylvania  Railroad  and  when  he  compromised,  gentlemen,  he 
got  $250;  not  enough  to  pay  for  his  hospital  bill  or  not  enough  to 
pay  for  his  grocery  bill  while  he  was  in  the  hospital.  It  was  a  case 
of  "compromise  or  we  will  starve  you." 

■  To  show  you  how  the  law  does  not  protect  the  worker,  when  that 
man  entered  into  a  contract  with  the  Pennsylvania  Raihoad,  that  was 
entirely  separate  from  his  wage.  I  say  the  Pennsylvania  Railroad 
could  take  his  wages  away  when  he  was  not  working,  but,  gentlemen, 
he  paid  that  insurance  to  get  that  $2.60  or  $2  a  day  while  he  was  ill 
and  they  took  that  away  from  him  and  cut  him  off.  That  is  another 
case,  arid  I  will  cite  you  another  one.  ,        •  • 

Mr.  Undebhill.  Does  the  Pennsylvania  Railroad  pension  theu* 

employees?  ,        .       i  •  i 

Mr.  Kelly.  The  Pennsylvaiiia  Railroad  pension  theu-  employees 

at  the  age  of  70.  i  ^  ^• 

Mr.  Undekhill.  And  if  they  are  injured  previous  to  that  time 

do  they  get  any  retirement  ?  i       ■         j  i 

Mr.  "Kelly.  If  they  are  injured  previous  to  that  time  and  apply 
to  the  relief,  they  get  that  $2  or  $2,50  a  day.   They  must  be  sick 

7  days  before  they  receive  that  benefit.  , 

There  is  another  case  I  will  bring  to  your  attention.  This  was 
compromised  out  of  court.  A  man  by  the  name  of  Davis,  absolutely 
contrary  to  the  Interstate  Commerce  laws,  was  caught  between  a  75 
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or  80  foot  coach  in  between  a  platform  and  rolled.  Luckily,  t^ 
fellow  was  slim,  because  had  he  been  a  heavy-^et  fellow  hj«  ^doW 
would  have  been  a  luckv  woman,  as  we  call  it  ^^ecause  she  would 
have  gotten  a  lot  of  money  quick  ;  that  is  would  have  f  ;  t^^^^^ 
Wn  fbp  f  rairanen  He  compromised  and  was  luckv.  1  t^hink  by  tne 
S D:"Zou%  he  g'ot  about  S600  but  that  would  m.  ^ 
been  anvwhere  near  his  wages  had  he  worked.  D&^  is  to-da>  i^  a  man 
as Ton^^hV  lives,  withXth  collw  bones  broken,  and  internally 
-miu^ed  Davis  not  go  out  to-day  and  do  a  day's  braking. 
Si  mrght  w  Jk  around  this  local  termmal  but  put  him  on  cme^  the 
main  hues  where  he  has  got  to  go  down  and  get  it,  as  we  eaU  it,  and  He 

""tim^l^^t  Mr.  Kelly,  if  a  man  is  injured  on  the  Penns^-m^ 
Ei^oad  in  Pennsylvania,  then  he  gets  workmen s  compensation? 

^•uS^IhS'  Bui  if  he  lives  in  Pemisylvania  and  happens 
to  be  inim  ed  here  in  the  District,  he  does  not  ^  Underhill 

Mr  Kei  ly  Not  a  nickel,  sir.    I  wdl  bring  that  up,  Mr.  Underniii, 
in  a  v^y  few  seconds.    To  show  you  what  they  ^f^^o  now  when 
vou  aoDlv  to  this  relief,  I  joined  that  relief  because  I  had  to. 
Cn  wSing  on  the  railroad  in  and  about  the  citv  of  Washington 

belonrto  tf at  relief.    He  had  to  join  it  or  he  "^[^  S^^^^^f 

♦inn  Of  course  after  vou  are  m  there,  on  account  of  the  nature  oi 
Swo*  pXJt  yo^  family  and  Protect  >w.e^^  you  are 

!L^\r^iT  in  nnnf inufi  it  on    The  insurance  companies  will  not  onei  us 
Tgo'cd^"'  If  '^y  representative  of  an 
to-'clay  on  the  floor  of  this  room.wdl  o^er  me  a  good  te^^^^^^ 
guarantee  to  turn  over  4.50  aPPli«a*ions  before  this  day 
but  vou  do  not  want  it;  it  is  too  much  of  a  nsk.   The  l^emmm  you 
wil  exacUs  too  big  for  a  man  to  pay;  but,  ^ent  emen,  you  wdl  come 
C?nd  oppose  this  bill  and  whf  ?    I  ^^nl  it  is  v™ 
Mr.  Mont^e,  the  other  day,  represented  everything  from 
^ien  seaS  of  Cuba  to  the  overheated  Eskimos  of  Greenland. 
W^t  broui:^^^  He  did  not  come  here  -  -f^f 

the  worker^  and,  gentlemen,  I  want  to  say  ^ifht  he  e  tl^^^^^  per 
cent  of  the  men  working  on  the  radroads  m  ^'^^  United  b  .^^^ 
American  citizens,  and  75  per  cmt  of  ^^'^^J'l^^^l^^J^l^ 
What  are  you  going  to  do  with  those  f  Se  vouS  to 

turn  tliem  out;  make  them  an  object  ^^^''^^T'^ll^/^y^^^^^ 
make  the  local  community  pay  for  that     We  have  got  a  poorhouse, 
it  is  true,  but  you  do  not  want  to  seiid  them  U^^^^^^^^    ^  workmen^s 
Mr.  Undbehill.  What  you  want,  Mr.  iveiiy,  is  a  wui^oix 

"^ra^^T.'Sfc^'UnderhiU,  I  will  tell  you  that  a  workmeii^  coiuj 
nervation  law  expresses  the  sentiment  of  my  coworker..  ^^^^ 
■E!v  fo  it    We  do  not  want  this  United  States  Government  to  ake 
L 'aloiU  like  a  baby  in  I  carriage.    We  are  men,  and  we  are  wiUmg 

To  pay^our  pro  ra^  share;  buf  we  do  -.^^^  ^^^P;;^;!;^^^^^^ 
Uniteil  States  Government,  because  I  wdl  tell  tnat  we  na.^ 
bin  flimflammed  so  much  that  when  vou  say  lawyey  »  ra^oad 
Wker  he  says,  '^My  God."  I  am  not  saving  tha  about  all  lawyer. 
Twd  notXi  say  that,  but  there  are  so  few  in  t^^^^^^f^^^^f ' 
ton  S  you  can  tr2^t,  thkt  wiU  not  seU  you  out,  that  wdl  not  put  you 
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an  the  biock,  the  same  as  they  did  the  daiiies  before  1861;  if  they 
caB  get  any  kind  of  compromise  at  all  they  will  take  it.  If  it  goes 
in  court,  how  long  does  it  ride  ?  The  worker  is  not  in  a  position  to 
fight  them.  Mr.  Und^hOl,  I  will  tell  you  this  is  the  only  bill 
that  has  ever  been  introduced  in  the  city  of  Washington  to  protect 
the  worker,  right  here  under  the  dome  of  the  Capital.  Of  course, 
entlemen,  I  am  a  foreigner.''  I  happen  to  that  misfortune  by 
eing  born  and  raised  in  the  city  of  Washington  42  years  ago,  dis- 
franchised, with  no  vote  and  no  voice;  and  here  is  the  only  time  that 
such  a  bdi  has  been  introduced  here.  To  some  of  you  it  might 
seem  amusing,  but  if  you  wiU  go  with  me  through  the  railroad 
yards  in  the  nighttime  and  see  men  toiling  for  their  Wead  in  those 
yards,  and  go  along  with  me  to  the  homes  and  see  the  widows  andi 
orphans  of  men  mangled ;  if  you  would  go  along  with  me  some  time 
when  I  am  passing  a  list  around  for  my  coworkers  to  keep  the  wolf 
from  the  door,  gentlemen,  you  would  not  oppose  this  bill,  not  for 
one  minute. 

Of  course,  the  widows  and  orphans  you  do  not  see.  Possibly, 
you  are  not  engaged  in  the  railroad  industry  where  it  would  appeal 
to  you.  I  know  there  is  not  a  man  here  who  has  not  the  same  re  spect 
for  the  orphans  that  I  have;  I  know  &ere  is  not  a  man  here  who  has 
not  the  same  amount  of  charity  I  hare;  but,  gentlemen,  if  you  want 
to  see  the  millstones  grind  go  where  the  grist  goes  through;  go  with 
me  to  any  yard  here.  The  city  of  Washington  is  the  railroad  center 
we  are  speaking  of,  and  if  you  will  go  with  me  in  the  nighttime  and 
see  those  boys  and  see  how  they  have  to  go  get  it,  as  they  call  it, 
you  will  see  that  there  is  not  enough  protection  here  for  the  railroad 
men  to  protect  them  in  this  hazardous  work.  The  yardmaster  will 
tell  the  trainmaster,  You  have  got  to  ride  those  ears,"  and  I  have 
seen  some  pretty  bad  sights  wmch  have  made  me  have  a  lot  of 
respect  for  this  bill.  I  have  seen  how  the  widow  has  been  duped  and 
I  have  seen  how  the  worker  himself  has  been  duped.  I  want  to  call 
vour  attention  to  one  fact,  gentlemen,  and  I  think  it  is  worthy  of  a 
lot  of  consideration.  We  will  take  the  railroad  worker  as  a  whole, 
and  when  Uncle  Sam  went  to  war,  I  think  the  Brotherhood  of  Rail- 
road Trainmen  stood  an  expense  of  one  and  a  half  million  dollars  to 
keep  their  men  in  the  held  over  in  France. 

I  foiget  now  just  how  many  thou^uid  dollars  we  paid  to  keep  their 
expenses  up.  We  have  got  them  out  in  a  home  in  Highland  Park, 
lU.  We  have  a  home  mere  right  on  Lake  Michigan  and  we  are 
taking  care  of  our  men.  We  bought  the  Liberty  bonds  the  United 
States  Government  offered,  and  we  did  work  at  a  slavish  wage.  It 
is  true  that  the  papers  come  out  to-day  and  speak  of  the  outlandish 
wages  the  railroad  worker  is  getting,  but  last  year  I  lost  one  day  and 
three  hours  in  365  days  in  the  year;  only  one  day  and  three  hours. 
It  was  not  because  I  was  greedy;  it  was  not  because  I  wanted  to  grab 
the  dollar,  gentlemen,  but  it  was  a  case  of  absolute  necessity.  If  I 
did  not  work  I  did  not  eat,  and  it  is  unlawful  to  steal.  I  am  trying  to 
carry  all  the  insurance  I  can.  I  am  carrying  insurance  in  the  Pru- 
dential and  I  belong  to  the  Brotherhood  of  EaiLroad  Trainmen^  and 
I  also  belong  to  this  relief  over  here.  I  am  loaded  with  as  much  as 
I  can  carry,  but  I  have  no  guaranty,  only  the  Brotherhood  of  Rail- 
road Traimnen  and  the  Prudential. 
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Wiih  this  company  right  over  here  of  recent  date  there  was  a  man 
by  the  name  of  Erickson,  a  good,  faithful  worker,  Mid  a  good  em- 
ployee, right  under  the  care  of  a  physician.  Dr.  Dryer  caUod  him 
back  and  gave  him  a  visual  examination  and  he  said,  "  Gome  back  to 
me  in  a  day  or  two  and  I  think  you  will  be  all  right."  He  said,  All 
right,  Doctor."  In  a  few  days  he  came  back  and  he  gave  him  the 
s^e  visual  examination  again,  restored  him  to  duty  and  cut  lum  ott 
of  that  reUef.  You  can  pay  in  that  so-called  rehef  2  years  and  11 
months  and  you  can  be  half  an  hour  lacking  of  the  three  years  and 
they  can  cut  you  off.  It  is  estimated  there  are  30,000,  but  it  is  closer 
to  100,000,  railroad  employees  being  laid  off  in  this  country. 

Mr.  UNDERmLL.  Mr.  Kelly,  you  say  you  carry  a  pohcy  m  the  lou- 
den tial  ? 

^A.T  K^EUrfY  Y^es  sir. 

Mi.  Underhill.'  You  would  not  object  to  the  Prudential  carrying 

a  casualty  policy  for  you  ?  .  ,  •   .   i- 1- 

Mr.  Kelly.  Absolutely  not;  if  they  can  give  me  any  kind  ol  lavor- 
able  policy  ;  but  the  only  protection,  as  I  said  a  moment  ago,  I  have 
really  got,  is  the  Brotherhood  of  Railroad  Trainmen.  They  can  take 
and  cut  you  off.  This  does  not  apply  to  all  the  railroad,  because 
there  are  some  railroads  in  the  West  that  do  not  exact  of  vou  to  jom 
their  relief,  but  you  can  not  get  a  position  on  the  Pennsylyania,  the 
Baltimore  &  Ohio,  or  any  of  the  terminals  in  and  about  Washmgton, 
and  I  do  not  think,  of  all  the  systems  in  the  United  States,  there  are 
over  five  that  you  can  go  to  work  on,  and  I  want  to  tell  you,  gentle- 
men, that  before  you  can  go  to  work  for  any  raiboad  m  the  United 
States  your  eyes  We  got  to  be  all  right  and  you  have  got  to  be 
physically  perfect.  You  have  got  to  be  a  perfect  specimen  of  man- 
hood, heart  action,  lungs,  and  everything  all  right.  They  wiU  not 
take  you  if  you  have  any  defect  at  all,  and  still,  witii  all  that  good 
risk,  they  get  for  the  least  infraction  of  any  of  the  rules  you  are  dis- 
missed, and  you  can  not  get  a  nickel  of  that  money  back.  I  contend 
in  this  Erickson  case  where  this  man  was  let  out  and  another  man 
was  permitted  to  pay  insurance,  if  1  believe  the  law  as  I  have  heard 
it,  it  is  a  case  of  conspiracy,  is  it  no^-when  you  deprive  a  man  of  one 
right  that  you  allow  another  man  to  have  ?  Of  course,  rf  you  are  a 
labor  leader  they  call  it  conspiracy,  but  it  is  pretty  hard  to  touch 

these  high  officials.  o    tt  u 

Now.  what  are  we  going  to  do  with  this  fellow,  Brown?  tte  nas  a 
wife  and  four  children.  His  earnings  capacity  has  been  taken  away 
from  him.  He  has  been  let  out,  as  the  boys  call  it.  He  is  too  young 
to  go  to  the  Home  for  the  Aged.  If  he  goes  to  the  pooihouse  they 
will  put  hun  in  jail  for  nonsupport.  They  have  taken  his  earning 
capacity  away  from  him.  What  are  you  gomg  to  do  with  him  (  VV  hat 
are  you  gomg  to  do  with  his  chUdren «  You  say  that  the  children 
are  entitled  to  an  education  but  you  have  taken  the  breadwinner  s 
earning  capacity  away  from  hun.  Now,  gentlemen,  in  fairness, 
what  would  you  say  to  do  with  that  man,  wife,  and  child?  1  ttunk, 
in  a  humane  way,  you  ought  to  shoot  the  whole  business,  because  1 
would  prefer  at  any  time  to  face  a  .45  than  starvation.  It  might 
seem  amusing,  but  it  does  not  strike  me  that  way. 

A  few  days  ago  a  gentleman  appeared  here  by  the  name  ot  Mr. 
Nesbit.  I  am  sorry  he  is  not  here  now  because  I  do  not  like  to  talk 
behind  a  W&n's  back.   Now,  mind  you,  Mr.  Nesbit  was  former 
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commissioner  of  insurance  in  the  District  of  Columbia,  and  in  a  posi- 
tion to  protect  these  workers  whose  money  was  being  taken  away 
from  them.  Did  he  do  it?  He  did  not,  and  if  he  did  not  do  it — 
well,  I  would  not  say  it  is  lack  of  brains  because  he  had  enough 
intelligence  to  stand  on  this  floor  and  address  this  body.  Wa^  he 
scared  of  his  job?  . 

Those  things  can  run  through  your  head  and  I  will  not  cite  them, 
but  he  tolcl  an  old  insurance  yam  about  a  darky  and  the  carelessness 
of  an  employee.  He  told  a  yarn,  gentlemen,  I  heard  20  years  ago, 
onlv  told  a  little  difi"erently. '  Now,  picture  a  man  if  you  can,  I  do 
not' care  how  dumb  a  Negro  is,  walking  from  the  fourth  floor  leisurely 
down  a  flight  of  steps  and  asking  wliere  is  the  phone,  and  picture 
that  man,  finally,  going  across  the  street  to  a  tf)bacco  shop,  and  then 
he  says,  "Boss,  the  fourth  floor  is  on  fire."  If  Ananias  was  in  the 
room,  I  think  he  would  have  given  a  medal  out.  Picture  that.  I 
heard  that  yam  told  years  ago  about  the  coachman  going  away 
with  the  boss's  wife — I  guess  you  heard  that,  didn't  you,  about  the 
horse  being  burnt  up  in  the  stable  and  the  stable  burning  down 
from  a  spark  in  the  house,  and  so  on.  It  is  a  good  story  to  sell 
insurance,  but  to  think  that  a  man  would  come  before  an  intelligent 
bodv  like  this  and  teh  a  yarn  of  that  description. 

Now,  Mr.  Insurance  Man,  and  each  and  every  one  of  you  here 
assembled,  and  our  so-called  chamber  of  commerce — I  think  the 
Chamber  of  Commerce  of  the  city  of  Washington  ought  to  be  a  little 
interested  in  the  man  who  is  the  breadwinner — will  go  on  record 
here,  and  I  can  pretty  near  produce  thegoods  on  what  I  am  going 
to  tell  you — I  am  going  to  go  after  this  Washington  Terminal  ReUef. 
They  might  get  me,  but  I  am  a  poverty-stricken  fighter,  but  I  am 
just  as  good  a  fighter  as  they  are — I  will  give  you  insurance  men  here 
my  word  as  a  man,  and  1  can  come  pretty  near  pulling  anything  I 
want  in  that  lodge,  because,  if  I  must  say  it  myself,  I  am  on  the  square 
with  the  boys;  if  you  men  will  give  me  any  kind  of  an  insurance 
poUcy,  I  will  guarantee  to  deliver  to  you  450  able-bodied,  good, 
breadwinning  .^nerican  citizfens,  and  if  vou  can  give  me  anything  at 
all  near  like  Mr.  Fitzgerald's  bill  I  will  go  on  record  right  now  as 
opposing  it;  but  you  can  not.  You  are  actuated  by  greed.  It  is 
not  a  question  of  your  fellow  man.  Is  there  not  enough  money  in 
this  broad  American  land  without  dropping  down  in  a  little  poverty- 
stricken  hole  10  miles  square  to  deprive  a  worker  of  a  protection 
which  he  should  have  ? 

Mr.  IXnderhill.  Mr.  KMjf  I  do  not  want  to  argue  the  question 
with  you. 

Mr.  Bjblly.  No,  sir. 

Mr.  Underbill.  But  I  do  want  to  explain  the  matter,  if  I  may, 
perhaps.  You  seem  to  have  a  rather  vague  idea  of  what  the  contro- 
versy is  here.  You  say  you  are  satisfied  with  the  situation  as  it 
exists  in  Pennsylvania.    If  you  are  familiar  with  that  law  

Mr.  Kelly.  I  am  a  little" bit  familiar  with  the  Pennsylvania  law, 
but  I  prefer  the  Ohio  State  law. 

Mr.  Undebhill.  And  the  Massachusetts  law,  you  will  know  that 
the  men  are  protected.  There  is  no  question  before  this  committee, 
as  I  understand  it,  r^arding  the  advisability  or  the  necessity  of  a 
workmen's  compensation  law.  It  is  an  absolute  necessity,  and  it 
ought  to  go  through.   The  question  is  whether  we  are  going  to  estab- 
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list,  to  a  certain  extent,  a  new  method  of  administering  tiiis  protec- 
tion or  whether  we  are  going  to  maintain  the  laws  which  exist  in 

practically  a  majority  of  the  States  in  the  Union;  that  is,  whether  we 
are  going  to  have  a  workmen's  compensation  law  here  in  the  District 
of  Columbia,  or  whether  you  are  going  to  insist  on  the  governmental 
monopoly  feature  of  it,  'and  thereby  jeopardize  the  passage  of  the 
bill.  That  is  the  question,  and  I  thmk  if  that  question  coukl  be 
settled  we  could  ireport  a  bill  to-morrow ;  and  although  I  do  not  like 
to  prophesy,  I  would  say  for  myself  I  would  give  every  oum  c  of 
energy  ancl  effort  there  is  in  my  body  to  get  that  through.  Now, 
that  is  the  only  question. 

Mr.  Kelly.  Mr.  Underbill,  according  to  the  statement  you  have 
just  made,  I  am  in  thorough  accord  with  anything  at  all  you  suggest 
or  any  bill  at  all  you  propose,  but  I  have  read  this  other  bill  and  I 
know  what  it  is. 

Mr.  Undeebbll.  I  will  go  just  as  far  as  anybody  wdl,  whether  they 
are  trainmen,  or  masons,  or  bricklayers,  or  anything  else,  but  X  do 
stop  at  that  one  feature  of  the  bill,  and  that  is  the  only  thing. 

Mr.  Kelly.  What  is  that,  Mr.  Underbill  ? 

Mr.  Underhill.  The  monopolistic  governmental  operation. 

Mr.  Kelly.  Mr.  Underbill,  who  do  you  think  would  honestly  give 
the  workingman  the  square  deal  that  the  Government  would  give  him  I 

Mr.  Underhill.  Understand  that  under  this  bill  and  under  my  bill 
the  Government  would  give  it;  the  Government  would  give  a  square 
deal  to  the  man,  the  only  thing  is  that  this  bill  eliminates  all  the 
insurance  companies  from  writing  insm-ance.  The  casualty  company 
with  which  you  are  insured  now,  and  in  which  you  have  conficlence 
enough  to  carry  a  policy,  is  eliminated. 

Mr.  Kelly.  1  do  not  oppose  any  of  the  insurance  companies  in  the 
city  of  Washington  writing  insurance.    I  am  not  that  un-American. 

Mr.  UxDERHiLL.  That  is  all  there  is  to  it. 

Mr.  Kelly.  I  say  absolutely,  yes,  write  insurance  and  wi'ite  as 
much  as  you  please,  but  I  do  go  on  record,  gentlemen,  as  saying  that 
I  sure  do  love  Uncle  Sam,  and  I  am  going  to  tell  you  again  that  I 
do  not  want  him  to  give  me  anything.  All  I  want  him  to  do  is  to 
keep  me  in  good  shape  so  that  I  can  go  out  and  get  it.  I  do  want 
Uncle  Sam  to  do  this:  This  man  Tavlor  that  I  was  telling  you  about  a 
few  moments  ago  paid  into  the  Pennsylvania  fielief  for  39  years 
$2.25  a  month,  which,  not  counting  the  interest,  amounts  dose  to 

1,100,  and  I  also  say  that  if  Mr.  Taylor  to-morrow  morning  would 
show  any  discourtesy  in  any  way  at  all  to  any  of  the  officials,  they 
would  cut  him  ofi".  Now,  what  could  he  get  ?  If  he  dies  his  widow 
is  paid  very  near  $1,100;  his  family  would  get  S750.  If  he  is  killed 
in  action,  they  would  receive  $1,500,  but  believe  me,  they  are  from 
Missouri  and  you  have  got  to  show  them  that  the  chap  was  killetl  in 
action.  There  was  a  man  killed  over  here  by  the  name  of  Mofiett 
in  what  I  contend  was  line  of  duty.  Hm  man  Moffett  was  a  yard 
brakeman.  It  was  pay  day  mommg  and  right  snowy.  We  Jiad  to 
go  up  to  the  pay  car  to  get  our  money.  Motfett  went  like  to  rest  of 
the  men  to  get  liis  money  and  after  getting  his  money  I  believe  he 
diclayed  some  little  time.  ^  Possibly  he  owed  some  of  the  boys  on  the 

Froperty  a  few  dollars,  but  what  the  delay  was,  1  do  not  know,  and 
am  not  going  to  question  that,  but  1  do  know  this  much,  that  Moffett 
would  not  commit  suicide. 
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Two  of  the  Pennsylvania  engines  were  backing  out  over  the  plant 
and  hit  this  man  and  crushed  the  life  out  of  him.  Now,  according 
to  tliat  so-called  poMcy  that  he  had,  entered  into  in  good  faith  with 
the  Wadangton  Tefmiiial,  his  widow  should  have  gotten  $2,500, 
and  what  did  she  get?  Ske  eot  $1,200.  They  claim  this  man 
Moffett  was  ofiF  duty,  but  I  say  he  was  not  off  duty.  He  was  there 
in  line  of  duty  and  in  line  of  business.  He  stayed  there  to  get  his 
pay  check.  They  will  tell  you,  on  the  other  hand,  that  as  long  as 
you  are  on  the  property  you  are  held  accountable  for  your  actions, 
and  if  you  are  accountable  for  your  actions  on  the  property,  you 
must  be  in  line  of  duty  as  long  as  you  are  on  the  property. 

Gentlemen,  I  do  not  want  to  take  up  too  much  time  because  I 
know  there  are  other  men  here  to  talk,  but  I  would  like  very  much 
to  see  this  bill  go  through  for  the  protection  of  the  worker,  and  I 
want  to  tell  you  gentlemen  that  we  do  not  want  Uncle  San  to  give 
us  this  money;  we  are  willing  to  pay  a  liberal  premium  to  support  it. 
You  do  not  "need  to  start  the  workers  with  a  nickel.  I  had  some 
data  to  bring  along  to  show  you  the  surplus  among  1,200  or  1,400 
men,  a  good  big  sum. 

Mr.  ImDBiUBan.L.  You  do  not  want  any  bill  that  will  involve  the 
worker  in  part  payment,  as  I  understand  ? 

Mr.  Kjeixy.  Excuse  me,  Mr.  Underbill.    Here  is  the  idea  of  the 
workman,  give  him  sfHOQetfaing,  but  make  him  work  iot  it. 
'   Mr.  Fitzgerald.  That  is  not  the  purpose  of  the  worianen's  com- 
pensation act.    It  is  not  only  for  the  protection  of  the  workers,  but 
the  industry  which  takes  care  of  it. 

Mr.  Kelly.  I  heard  an  argument  a  few  days  ago  with  reference  to 
the  monopolistic  idea. 

Mr.  FiTZGESALD.  That  is  another  thing. 

Mr.  EEM;r.  We  want  it  to  be  more  liberal,  but  I.  say  us  make 
the  worker  pay  for  his  pro  rata  aJwire. 

Mr.  WrmBSSLAJSD.  I  do  not  know  but  what  your  idea  is  a  very  fine 
one  for  the  woii^  himself,  but  unfortunately  it  wo^d  enable  the 
employer  to  hold  a  club  over  his  head.  It  wouM  be  somewnat  Uke 
the  damnable  relief  association  of  the  terminal  railroads  wh^re  they 
exact  money  from  the  men  and  fire  them  after  they  pay. 

Mr.  Kelly.  I  guess  that  is  about  all  I  have  to  say.  Jf  you  have 
any  questions,  I  shall  be  glad  to  answer  them. 

Mr.  Fjxa6SKAU>.  You  are  going  to  furnish  the  comjgaittee  with  the 
data) 

Jfr.  KmJLV.  Yes,  snr;  I  will  get  vou  some  data. 

Mr.  Andrews.  I  undefstand  Mr.  Ke^y  to  say  defeiit%  Okat  he  ip 

favorable  to  the  Ohio  plan  ? 
Mr.  Kelly.  Absolutely. 

Mr.  Fitzgerald.  We  will  now  have  the  pleasure  of  listenmg  to 
Ex-Governor  Hart,  of  Washington,  where  a  bill  similar  to  this  in 
some  respects  is  in  operation.    Gov.  Hart  is  a  reformed  lawyer. 

Mx.  Ha&t.  Yqu  got  me  wrong,  Mr.  Cshair^oian. 

Mr.  Hast.  The  chaio^an  has  just  said  that  I  had  reformed.  I 

never  was  very  much  of  a  lawyer,  although  I  practicejd  for  a  number 

of  years. 
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I  hardly  know,  gentlemen,  what  to  say  to  you  about  this  matter. 
I  have  not  been  consulted.  Mr.  Fitzgerald,  for  some  reason,  imagm- 
W  that  I  knew  something  about  these  matters,  called  me  up  over 
i£  telephome  and  asked  me  to  appear  before  the  committee  this 

morning.  ,  ,         .  u  u 

I  want  to  say,  judging  from  tiie  remarks  of  the  gentleman  who  has 
just  spoken  and  the  matters  under  dkcussixm  here,  I  know  notiiing 
about  them.    We  have  no  interstate  railroads  of  any  consequence 

and  consequentlv  our  compensation  act  does  not  apply,  m  general 
terms,  to  the  railroads.  We  have  no  transportation  over  mt«r- 
slate  railroads,  and  thev  do  not  contribute  to  our  compensation 
fund,  nor  are  their  employees  included.  W^e  have  a  great  deal  of 
hazardous  and  extra  hazardous  employment  in  the  State  of  W  asli- 
ington  in  our  logging  camps,  in  our  sawmills,  in  our  powder  mills, 
and  in  our  general  manufacturing  plants.  We  have  a  large  per- 
centage of  our  people  engaged  in  hazardous  occupations.  The 
various  plants  or  industries  are  classified,  and  each  class  pays,  ac- 
cording to  the  hazard,  as  shown  by  the  history  of  the  plant.  The 
matter  of  compensation  is  adjusted  by  our  commission,  assisted  by 
the  medical  man,  and  is  paid  under  the  rating  as  fixed  by  statute. 
The  entire  expense  <rf  administration  is  paid  from  the  general  fund 
or  the  general  revenues  of  the  State.  The  contributions  by  the 
employers  or  the  plants  or  industries  are  used  wholly  in  paymg 

claims  for  injury. 

I  think,  Mr.  Chairman,  if  I  understand  you  aright,  you  are  imstaken 

in  the  point  concerning  our  own  law,  that  it  is  monopolistic. 

Mr.  Fitzgerald.  No;  I  understand  it  is  not  monopolistic. 

Mr.  Hart.  I  do  not  know  what  you  mean  by  that  term. 

Mr.  FrrzGfiRALD.  That  is  the  term  which  insurance  people  use 
to  denounce  what  the  others  call  the  exclusive  feature.  That  is, 
in  Ohio,  for  ii»tMiee,  no  insurance  compaoiy  is  allowed  to  write 
any  of  the  wwidi^g  compensation  iasMiice;  it  h  c^tnied  enturely 

by  the  State  funds. 

Mr.  Hart.  Under  that  statement,  perhaps,  ours  is  Btot  mtobo- 
listic  or  exclusive,  but  every  employer  and  every  industry  employ- 
ing men  in  hazardous  occupations  must  contribute  to  the  fund,  the 
employees  coming  under  it.  If  a  man  wants  to  carry  death  and 
casualty  insurance  that  is  his  privilege,  but  he  must  pay  the  rate  to 
the  State.  He  can  not  do  business  m  our  State  without  it.  The 
Commissioner  of  Penskms  was  very  anxious  to  change  that  last 
winter,  but  fdfmd  it  mes  not  j)0sfflbk5  to  get  such  an  amendment 
through  and  abandoned  the  pfbject.  We  have  vtt?y  httie  casualty 
insurance  in  our  State  compared  with  others,  for  the  reasoii  that 
it  is  not  obligatf)ry ;  it  is  not  compulsory. 

I  might  say  that  in  my  opinion  the  greatest  benefit  to  our  people—* 
I  mean  the  people  engaged  in  hazardous  occupations — the  greatest 
benefit  to  those  people  is  in  the  lessening  of  tlie  hazards  in  our  vari- 
ous industries.  It  is  the  safety  appliance  and  the  intelligent  educa- 
tional work  for  safety  first  tkat  has  proven  of  great  benefit  not  only 
to  the  employer,  but  to  th*  eftaployee. 

I  was  incidentally  discussing  tins  matter  in  my  office  about  a  month 
ago  with  some  loggers.    We  were  <fisCussmg  the  relciBes8£Gii<a0&  at 
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some  of  our  mdustaries,  and  one  gentleman  said,  "Why  should  I  pay 
the  same  rate  as  my;  friend,  Ed  English  %  1  think  Ed  is  still  dragging 
the  logs  over  the  skid  roads  with  mules  or  horses.    I  haul  all  the  Ic^ 

out  with  a  donkey  engine  to  the  loading  station  or  central  place,  and 
they  are  put  on  the  cars  and  carried  away.  Why  should  I  pay  the 
same  rate  as  the  man  who  has  this  old  equipment  which  has  been  in 
use  for  probably  35  or  40  years  ?  I  said,  "  Jack,  you  ought  to  pay  it. 
We  have  provided  for  that  a  reward,  safety  appliances  for  the  avoid- 
ance of  accidents."  They  are  all  equally  anxious  to  do  it.  In  my 
opinion  the  greatest  benefit  to  the  State  and  everybody  encjaged 
either  as  an  employee  or  employer  in  hazardous  occupation  is  hj 
reason  of  the  increased  safety. 

Mr.  Fitzgerald.  Please  tell  us  what  opposition  there  has  been 
from  insurance  or  casualty  companies  against  the  plan  in  Washington  ? 

Mr.  Hart.  It  has  come  mostly,  Mr.  Chairman,  as  rumors.  I 
have  heard  that  they  would  like  to  make  it  optional  with  the  em- 

Sloyer  to  take  casualty  insurance  from  the  companies  or  from  the 
tate.  .  . 

Mr.  F1tzgeiiaij>.  Do  you  think  there  is  sraitiment  among  any  of 
the  people,  who  have  watched  the  Washington  act  in  force  luod  know 
how  it  has  been  operated,  in  favor  of  opening  up,  allowing  com- 
petition? 

Mr.  Hart.  Practically  none,  sir. 

Mr.  F.  R.  Jones.  I  should  like  to  have  the  privilege  of  askmg 
Gov.  Hart  a  question,  if  he  will  permit  me.  I  had  the  pleasure  of 
meeting  Gov.  Hart  at  Tacoma  last  January,  but  probably  he  has 
forgotten  me. 

&  it  not  a  fact.  Governor,  that  last  Janui&ry  the  Industrial  Council 
of  the  State  of  Washington,  representing  approximately  4,500 
employers  of  labor  in  the  State,  voted  to  support  a  proposition  to 
permit  the  stock  companies,  the  private  companies,  including  the 
mutuals,  to  enter  the  State  and  do  this  compensation  insurance 

business  ?  i  •  i  u 

Mr.  Hart.  I  have  no  knowledge  of  anything  of  that  sort,  but  if 

you  say  it  is  so  

Mr.  F.  R.  Jones  (interposing).  They  did  go  on  record.  Just  one 
other  thing,  with  regard  to  expenses.  Did  not  the  Legislature  of  the 
State  of  Washmgton  just  recmtly  fail  to  impropriate  money  for  the 
expenses  of  the  commission?  > 

Mr.  Hakt.  No,  sir.  We  can  not  spend  any  money  m  our  State 
without  an  approprtiaion.    I  will  explain  that  if  you  will  permit  im» 

Mr.  F.  R.  Jones.  May  I  interrupt  youl 

Mr.  Hart.  I  am  perfectly  willing  to  be  interrupted,  and  I  want  to 
give  you  all  the  information  I  can,  but  I  do  not  want  to  give  you 
anything  but  information.  i  .     j  i 

When  our  industrial  insurance  was  created  it  was  claimed  by 
those  who  favored  the  measure  that  the  industries  could  afford  and 
would  take  care  of  all  the  expenses.  There  was  an  appropriation, 
I  think,  at  the  first  session,  if  my  memory  serves  aright,  of  $260,000. 
It  was  termed,  by  a  number  of  members  of  the  legislature,  as  organi- 
zation expenses,  in  other  words,  to  complete  me  machinery  and 
start  the  matter  to  work,  but  at  the  next  session  of  the  legislature, 
without  any  particular  controversy  over  it,  an  appropriation  was 
made  to  take  care  of  the  administrative  expenses. 
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In  1917  while  presiding  over  the  State  senate,  I  went  before  the 
appropriations  committee  and  insisted  that  the  industrial  insurance 
o^ht  to  pay  its  own  way.  They  did  not  agree  ^v^th  me,  and  neither 
did  the  legislature,  and  the  appropriation  as  usual  was  made. 

In  1919,  through  the  efforts  of  some  of  the  legislatures  repre- 
sentatives—I do  not  mean  the  members,  but  those  who  operate 
before  the  legislature  and  work  the  legislature  on  the  outside— 
both  emplovers  and  employees  got  through  a  bdl  creating  a  medical  • 
board  and  several  State  safetv  boards  and  they  provided— it  is  not 
necessary  to  go  into  the  details— they  organized  them  and  they 
were  made  a  part  of  the  State  machinery.  I  never  found  anything 
in  our  constitution  givmg  those  people  any  governmental  i unctions, 
but  the  legislature  passed  the  bills  and  made  a  very  considerable 
appropriation,  and  they  spent  it— that  is  all  they  did,  just  spent  it. 
So  when  they  came  back  to  the  legislature  that  year  1  insisted  on 
the  adoption  of  a  legislative  proposition  that  would  take  care  of 
the  industrial  insurance,  the  medical  aid,  the  safety  boards,  the 
labor  commissioner,  our  safety  commissioners,  the  pubhc  mme 
inspectors,  the  steamboat  inspectors,  and  the  hotel  inspectors,  aU  of 
those  things  pertaining  to  industries  in  labor  m  one  department. 

The  medical  aid,  if  I  reciiil  aright— if  I  am  not  mistaken-  was 
given  a  fund  for  carrving  on  the  expenses  of  the  medical  aid  depart- 
ment as  created  in  1919  and  was  paid  exclusively  by  the  employers 
and  employees;  anyway,  it  did  not  come  from  the  State.  1  was  very 
insistent  when  I  came  in  as  governor  Of  the  State  that  these  difterent 
governmental  agencies  should  pay  their  own  way;  those  tMngs  which 
had  been  pla<  ed  on  the  Government  as  governmental  functions  during 
the  last  2.5  to  .30  years.  That  is,  I  insisted  that  these  things  shoidd 
pav  their  own  wav.  The  floor  leader  in  the  house  happened  to  be 
one  of  the  largest  emplovers  of  labor,  Mr.  Reed,  and.  he  agreed  with 
me  that  it  was  fair  and  that  he  would  support  the  measure,  but 
several  members  of  the  appropriations  committee  objected  very 
strenuously,  and  we  compromised  the  matter.  A  part  of  the  admin- 
istrative fexpense,  about  the  same  as  was  paid  into  the  medical  aid 
fund,  is  paid  by  the  industries.   There  is  that  division  of  the  expense 

of  maintenance.  j  . v  .        u  j 

Mr.  F.  R.  Jones.  Tf  you  will  permit  me,  I  understood  that  you  nad 
supported  the  measure  for  having  the  expenses  of  the  industrial 
insurance  act  placed  on  the  employers;  that  you  had  advocated  the 
employers  standing  the  expense  I 

Mr.  Habt.  The  farmers  are  not  interested  in  the  matter  one  way 
or  the  other.  Whether  it  was  all  paid  by  the  employers  or  all  paid  by 
the  pubUc  does  not  make  much  difference,  because  a  man  is  not  going 
to  work  unless  he  gets  a  satisfactory  revenue. 

Mr.  Underhill.  Does  your  law  exclude  the  farmers? 

Mr.  Hart.  I  think  probably  we  have  never  determmed  that  gen- 
eral farm  work  was  a  hazardous  occupation,  although  I  will  say  that 
one  of  mv  neighbors  a  few  vears  ago  was  blowing  stumps,  clearing 
land,  and  we  sent  some  fellow  up  there  and  he  said  that  came  under 
the  classification;  but,  generally  speaking,  farming  is  not  considered  a 
hazardous  occupation.  i  * 

Mr.  Amdbbws.  I  have  a  statement  here  made  by  an  otiiciai  of  the 
insurance  commisaon  of  Washington,  in  regard  to  the  attitude  of  the 
employees  and  employers  of  thb  State.   H<6  was  asked  the  question 
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whether  the  employees  and  employers  in  Washington  State  were 
opposed  to  the  exclusive  State  fund  plan  that  jou  had  in  operation 
there,^  and  in  reply  to  that  question  tne  chairman  of  the  commission 
said,  "We  think  it  is  safe  to  say  that  there  is  none  among  the  em- 
ployers or  workmen  of  the  State  of  Washington  who  would  listen  for 
a  moment  to  the  suggestion  of  the  abolition  of  the  State  fund." 
The  second  question  asked  by  the  commissioner  was  this:  "Please 

enemies  of  your  State  fund  are 
making  against  it/'  and  the  reply  of  Washiugton  was: 

The  criticism  of  the  act  in  this  State  comes  entirely  from  the  liability  companies 
who  ha\e  been  put  out  of  business  in  the  State  by  the  State  fund. 

That  is  under  the  compensation  act.  Not  put  out  of  business, 
of  course,  but  merely  for  compensation  purposes. 

They  are  now  criticizing  the  law  at  loi^  range.  They  no  longer  attempt  to  ciitidze 
it  here  in  the  State  of  Washington,  becanse  they  can  not  get  anywheie  amonp:  tiie 
people  who  are  familiar  with  onr  State  fund  plan.  They  attempted  to  assail  it  in 
1913  and  went  to  considerable  expense  in  publishing  an  elaborate  pamphlet.  These 
pamphlets  were  freely  distributed  anionir  the  nieinbers  of  the  legislature  and  their 
claims  were  so  ridiculous  that  they  were  laui^hed  out  of  court.  Not  since  that  time 
have  they  undertaken  to  discourage  the  law  here  in  the  State  of  Washington.  They, 
-of  course,  are  misrepresenting  the  law  in  other  States,  with  a  view  to  keeping  tliose 
States  from  enacting  a  law  providing  State  insurance.   This  is  to  be  expected. 

This  report  was  a  little  earlier  than  the  time  mentioned. 

Mr.  Hart.  Is  that  Mr.  House's  report  ? 

Mr,  F.  R.  Jones.  Yes,  sir. 

Mr.  Hart.  I  tbouglit  it  soomded  like  hmu 

Mr.  F.  R.  Jones.  YeS|  sir. 

Mr.  Hart.  It  is  a  little  overdrawn. 

If  I  get  exactly  the  question  you  are  asking,  our  industrial  insur- 
ance act  does  not  approach  anywhere  near  the  Utopian;  it  is  not 
perfect.    The  men  who  direct  this  work  and  wdio  are  doing  this  work 
are  humans,  men  engaged  for  a  long  time  in  that  class  of  work,  and 
the  commissioners,  the  claims  agents,  and  the  coimcil  are  influenced 
by  their  experience.    Some  of  them  have  become  strongly  preju^ 
diced  and  others  are  strongly  carried  away  with  their  sympathies, 
it  so  happened  last  year  that  there  was  some  increase  in  the  expenses 
of  the  cost  of  the  industrial  insurance  in  our  State  by  reason  of  the 
granting  of  claims  or  the  adjusting  of  claims  at  higher  levels.    At  the 
same  time  that  we  thought  he  was  in  our  employ  we  have  reason  to 
think  he  was  in  somebody  else's  employ,  a  very  bright,  active  gentle- 
man, who  felt  it  was  more  his  duty  to  discourage  the  industrial  ir^- 
surance  by  employers  than  the  thing  we  thought  we  hired  him  for. 
He  sent  out  a  number  of  so-called  secret  reports,  copies  of  which  were 
returned  to  me.   That  created  a  considerable  feeHng  for  a  while. 
However,  he  is  no  longer  in  the  employ  of  the  State.    Whether  he 
is  in  the  employ  of  the  other  gentlemen  or  not,  I  do  not  know,  but 
it  did  create  quite  a  little  feeling.    You  must  remember  that  these 
acts  have  to  be  administered  by  men.    You  can  not  expect  every- 
thing about  this  to  be  perfect  or  to  be  entirely  free  from  expense. 
I  have  no  doubt  that  our  commission  examines  carefully  the  injured 
workmen.    Possibly  sometimes  they  reject  a  clc^  that  ought  to  be 
paid  and  possibly  sometimes  they  overpay.    Sometimes  they  pay 
one  when  there  is  no  rei^osi  why  some  of  our  employers  mi^t  n&t 
have  felt  filing  to  divide  up  the  burden. 
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During  the  first  few  years  of  our  work  in  taking  care  of  pensions 
we  set  aside  the  mDaey,  and  if  the  woman  die<i  or  married  we  placed 
that  fund  into  the  accad^nt  fund  without  regard  to  the  liabiUty  ex- 
pense,  and  there  was  a  very  considerable  deficiency  that  somebody 
has  to  make  up. 

Mr.  Underhill.  In  other  words,  it  provided  that  if  a  woman  got 

married  it  was  an  accident  ? 

Mr.  Hart.  It  might  have  been  a  misfortune.  Sometimes  they  got 
two  years'  pension  in  advance.  There  wa^  not  any  accident  about 
that.    Is  there  anything  further? 

Mr.  Fitzgerald.  We  thank  vou  very  much. 

Mr.  Hart.  Have  I  told  vou  less  or  more  than  you  want  to  know  ? 
Mr.  FrrzGERALD.  I  think  your  statement  has  been  very  helpfuL 
We  are  much  obliged  to  you. 

STATEMENT  OF  MB.  W.  C.  FISEEB,  ACTUABT  PENMSTLVAITIA 
WOBKMEN'S  COMPENSATION  BOABD,  SABBISBUBG,  PA. 

Mr.  Fisher.  Mr.  Chairman,  I  have  been  asked  to  come  down  here 
to  speak  on  the  Pennsylvania  system,  and  I  feel  that,  perhaps,  if  the 
committee  has  an\^  questions  that  thev  would  like  to  ask  relative  ta 
our  system,  it  would  be  a  better  way  oi  getting  at  it.  I  have  not  seen 
a  copy  of  this  biU,  and  I  am  not  prepared  to  talk  on  the  relative  merits^ 
of  the  bill.  I  can  explain  somewhat  the  administration  of  the  Penn- 
sylvania system,  which  does  not  have  an  exclusive  fund. 

Mr.  Fitzgerald.  I  might  say  that  it  was  the  desire  of  Mr.  Focht^ 
who  is  chairman  of  the  full  committee  on  the  District  of  Columbia, 
that  some  expert  be  heard  from  Pennsylvania  on  the  workings,  or 
the  very  satisfactory  workings,  as  he  expressed  it,  of  the  Pennsylvania 
plan.  There  has  been  some  controversy  before  the  subcommittee  in 
reference  to  the  relative  merits  of  the  different  plans,  all  agreeing  that 
compulsory  workmen's  insurance  is  highly  desirable,  but  differing  as 
to  whether  or  not  there  should  be  a  State  fund,  and,  if  there  is  a  fund 
created  by  the  State,  whether  or  not  it  should  be  an  exclusive  fund — 
that  is,  in  the  sense  that  every  employer  should  be  compelled  to  con- 
tribute to  that  fund,  therebv  of  course,  depriving  the  casualty  com- 
panies of  the  opportunity  oi  competing  with  that  fund.  That  is  tlu* 
main  question  before  us,  although  I  think  there  are  other  questions 
in  regard  to  insuring  domestic  servants,  and  a  few  other  details  Ui&t 
have  Deen  discussed. 

Mr.  Fisher.  So  far  as  Urn  Penosylvaoia  system  goes,  we  have  our 
insurance  divided  into  three  parts:  First,  we  have  the  State  work- 
men's compensation  insurance  fund;  second,  insurance  written  by 
private  companies  and  mutual  associations,  which  are  authorized  to 
do  business  oy  receiving  a  license  from  the  Pennsylvania  insurance 
department;  and,  third,  our  act  grants  the  right  to  carry  self- 
insurance  by  securing  exemption  from  the  workmen's  compensation 
board.  In  Pennsylvania  where  we  have  very  lai^e  corporations,  th© 
self-insurance  feature  is,  of  course,  rather  lar;^e.  The  self-insurers 
have  about  two-thirds  of  the  accidents  happemng  in  the  State,  and 
there  are  about  480  such  firms  at  present.  The  regulation  of  those 
private  companies,  mutual  associations,  and  State  fund,  with  regard 
to  the  rates,  is  vested  in  the  insurance  department.  The  adminis- 
trative end  of  the  employers'  workmen's  compensation  act  does  not 
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have  anytluiig  to  do  with  prescribing  the  rates  that  shall  be  charged 
by  the  various  insurance  carriers.   The  rates  of  the  State  fund  are 

supervised  in  the  same  manner  as  the  rates  of  any  private  company 

or  mutual  association,  that  being  done  by  the  compensation  rating 
and  inspection  bureau  under  the  super^^ision  oi  the  insurance 
department. 

Now,  our  experience  in  Pennsylvania  has  been  that  the  State  fund 
has  measured  up  as  a  competitive  insurance  company,  but,  outside 
of  the  Tninimnm  covering  cnai^e,  which  is  less  than  that  of  the  pri- 
vate companies  and  mutual  associations,  we  do  not  experience  any 
great  advantage  from  tihe  fund  over  private  companies.  We  have 
just  completea  a  survey  of  10,000  cases,  which  is  a  rather  small  num- 
ber in  Pennsylvania,  and  they  show  that  the  State  fund,  if  I  remember 
it  correctly,  was  fifth  in  the  order  of  expeditiousness  in  the  handling 
of  cases.  It  was  among  the  first  five,  but  other  large  companies 
have  been  able  to  render  a  prompter  service  than  the  State  fund, 
while  our  self-insurers  have  a  little  better  record  than  either  the 
companies  or  the  State  fund. 

Mr.  FrrzGEBALD.  Would  you  mind  saying  how  many  insurance 
companies  or  casualty  companies  were  in  the  list  among  which  the 
State  fund  ranked  fifth? 

Mr,  Fisher.  There  were  42. 

Mr.  Underhill.  When  did  Pennsylvania  first  adopt  its  work- 
men's compensation  system  ( 

Mr.  Fisher.  The  workmen's  compensation  act  went  into  effect 
January  1,  1916. 

Mr,  FiTZGERAXD.  So  far  as  the  service  performed  is  concevTiod, 
the  self -insurers  are  a  little  more  prompt,  as  I  understand  it,  than 
ather  the  State  fund  or  the  insurance  companies,  althoi^h  the  State 
fund  is  sometimes  a  little  faster  than  the  insurance  companies  ? 

Mr.  Fisher.  The  self-insm^ers  in  Pennsylvania  have  a  little  better 
record  than  either  the  private  companies  or  the  mutual  associations 
or  the  State  fund. 

Mr.  Fitzgerald.  Two-thirds  of  the  accidents  occur  with  the  self- 
insurers  ? 

Mr.  Fisher.  Yes,  sir. 

Mr.  UNDEEmLL.  Do  you  have  a  system  of  accident  prevention 
in  any  way  connected  with  the  workmen's  compensation  act,  or  is 
that  satisfactory^ 

Mr.  Fisher.  Yes,  sir;  and  it  is  satisfactory.  It  is  handled  by  the 
same  department.  The  department  of  labor  and  industry  handles 
both  the  workmen's  compensation  insurance  and  the  mspection 
service,  but  under  the  department  of  labor  and  industry,  one  is 
handled  by  the  workmen's  compensation  board  and  the  other  is 
handled  by  the  bureau  of  inspection.  The  inspectors  inspect  everv 
fatal  accident,  and,  of  course,  thev  are  at  Ihe  call  of  the  workmen  s 
compensation  board  to  inspect  all  safety  appliances;  that  is  where 
the  self-insurance  feature  comes  in  for  safety  of  the  worker  a  little 
more  than  with  the  private  company.  Of  course,  ihe  company  is 
interested  in  seeing  that  its  claims  are  adeouately  protected,  and  in 
seeing  that  all  safety  appliances  are  used,  out  tne  self-insurer,  who 
has  the  entire  cost,  will  be  the  first  one  to  see  that  his  men  are  safe, 
or  he  will  in  many  cases  be  a  little  more  interested  in  the  safety  of 
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the  men  than  die  man  who  does  W3^  pay  anything  ^cept  the 
premimn. 

l£r.  Unbbbbill.  Do  you  find  that  flie  accidesits  have  been  mate- 
rially decreased  by  this  self-insurance  feature? 

Mr.  Fisher.  I  would  not  charge  it  directly  to  the  self-insurance 
feature.  I  say  that  workmen's  compensation  as  an  entire  proposition 
has  been  very  much  responsible  for  the  reduction  in  the  number  of 
accidents.  Mr.  Chairman,  am  I  right  in  assuming  that  the  rates  pro- 
vided for  by  this  bill  would  be  controlled  by  the  adnunistratiye 
commissioners? 

Mr,  FrrzGERAU),  There  would  be  a  classification  of  employees  with 
then*  description,  and  the  State  fund  cnt  District  fund  would  be  appor- 
tioned in  accordance  with  the  risks  by  the  ocmimis^cm.    In  the  bill, 

as  drawn  here,  we  have  provided  for  no  competition,  this  being 

exclusively  a  State  or  District  fund. 

Mr.  Fisher.  Then,  the  solvency  of  this  fund  would  depend  upon 
the  adequacy  of  the  rates. 

Mr.  Fitzgerald.  Yes. 

Mr.  FisHBB.  As  charged  by  the  administrative  body. 

Mr.  Fitzgerald.  Plus  wlwrtever  the  Government  might  do  in 
startup  it  c^.    ThOTe  is  a  provision  of  $50,000. 

MfTFisher.  Do  you  think  that  is  a  good  nrovision,  to  pennit  the 
administrative  people  who  are  going  to  hanole  this  act  to  supervise 
the  rates?  If  they  are  making  a  mistake,  then  they  must  chaise 
adequate  rates  the  next  year  in  order  to  get  themselves  out  of  the 
hole. 

Mr.  Fitzgerald.  That  is  one  of  the  features  that  deserves  a  o^ood 
deal  of  attention.  It  has  been  argued  here  by  a  number  of  insurance 
expats  that  that  is  a  very  uynbusinesslike  way  to  go  about  it,  if  they 
axe  to  write  any  very  ccmsideraWe  habihty,  and  that  would  be 
especially  troe  in  the  case  of  a  large  catastropdie.  Then,  if  they  did 
not  have  any  capital  behind  them,  it  is  contended  that  the  fund 
would  be  thrown  into  bankruptcy,  you  might  say,  or  would  be 
greatly  depleted.  However,  that  is  something  that  has  occurred 
twice,'  once  in  West  Virginia,  where  the  State  made  it  up,  and  once 
in  California,  where  the  State  had  to  make  up  $70,000  that  waa  due 
by  defaulting  insurance  companies. 

Mr.  f^BHER.  I  might  say  this,  that  under  the  Pennsylvania  system 
the  solvency  of  the  State  fund  is  not  guaranteed  by  the  State  in  any 
way*  It  is  kept  solvent  in  the  same  way  as  all  private  companies  or 
mutual  associations  are  kept  solvent,  nwDLely,  through  tlie  supw- 
vision  of  the  Pennsylvania  Insxu^ance  Department  whicaa  makes  them 
charge  adequate  rates. 

Mr.  UNDERraLL.  You  have  an  insurance  department  ? 

Mr.  Fisher.  Yes,  sir;  which  supervises  all  insurance. 

Mr.  UxDERmLL,  And  no  insurance  companies  are  allowed  to 
write  insurance  

Mr.  FiSHEB  (interposing).  They  are  not  allowed  to  write  any  type 
of  insurance  in  State  without  hems  granted  a  license  by  toe 
insurance  department.  The  people  who  nave  to  do  with  the  admin- 
istration of  the  workmen's  compensation  law  have  no  voice  what- 
ever in  fixing  the  amoimt  or  the  rate  that  the  insurance  company 
shall  charge  m  order  to  adequately  cover  the  risks  or  the  workmen  s 
compensation.    They  have  the  purely  administrative  and  judicial 
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festuTes,  that  is,  wh«th«r  «r  Bo^t  a  man  qu  tba  pay  ix>ll  k  entitled  to 
compensation. 

So  far  as  the  w»rk  of  tbe  compensatkm  board  is  coneemed,  they  do 
not  have  anything  to  do  witk  the  ineiironee  ©ompanies  so  far  as  thMr 

rates  are  concerned.  It  is  interested  in  the  solrency  of  the  ©ompanies, 
of  course,  and  we  have  never  had  any  difficulty,  especially  among  the 
self -insurers,  where  there  has  never  been  a  cent  of  loss.  The  self- 
insurance  feature  is  granted  by  the  workmen's  compensation  law; 
and  exempticm  from  the  workmen's  compensation  law  is  granted  hy 
the  board,  and  not  hy  the  insurance  department. 

Mr.  FrraoBRAiJ).  Do  they  have  to  give  bond  ? 

Mr.  Fisher.  They  have  to  satisfy  the  board  of  the^  &iaQ<$ial 
ability  to  pay  those  claims  when  titiey  occur.  ^ 

Mr.  Fitzgerald.  Has  there  been  any  loss  in  that  c(»mectioii? 

Mr.  Fisher.  There  has  never  been  a  cent  of  loss. 

Mr.  Underhill.  Taken  as  a  whole,  the  self-insurance  provision  is, 
perhaps,  more  liberal  and  more  satisfactory  in  operation  than  any 

others?  . 

Mr.  Fisher.  It  involves  the  human  element.  For  instance,  it  we 
crfl  on  tiie  Bethl^em  Stml  Co.  and  tell  them  that  So  and  So  is  in 
bad  shape,  and  that  fihey  have  injured  him,  ikmr  safety  department 
or  welfare  department  will  get  the  mcmey  that  is  <kie  to  Mm  ri^t 
away,  because  they  are  interested  in  getting  the  man  back  into  pro- 
duction. They  are  not  interested  in  holding  them  down  to  the  $100 
limit  for  medical  expenses  that  is  allowed,  but  they  put  them  in  the 
company's  hospital,  and  if  they  have  an  expense  of  something  more 
than  $100  fOT  a  workman,  they  pay  it.  As  a  business  proposition,  the 
insuranee  companies  say,  "The  law  requires  us  to  pay  $100." 

Dr.  Andrews.  Is  it  not  necessarily  true  that  Uae  srif-insuriog 
«nployers  are  always  the  larger  employers  t 

Mr.  Fisher.  Yes,  sir.  They  are  'of  course  in  a  different  positiOTi 
with  reference  to  the  safety  of  their  workmen  from  oth^  insurers. 
Their  claims  run  nearly  17  years  as  a  ma?:imum,  and  in  granting  self- 
insurance  exemptions  we  must  be  satisfied  as  to  the  ability  of  the 
people  to  make  those  continuous  payments  of  nearly  17  years  or  to 
commute  the  r^uiunin^  cases.  Of  course  the  board  feels  that  it  can 
only  give  that  exemption  to  large  firms  which  are  in  a  position  to 
handle  the  claims  as  adeouatdy  as  insurance  companies. 

Mr.  FiTZGERAM).  For  m&t  reason  I  was  wcmdering  if  it  were  not  a 
little  bit  hazardous  not  to  exact  a  bond  ? 

Mr.  Fisher.  These  self -insurers  have  to  periodically  submit 
financial  reports  to  the  board,  and  if  their  financial  standing  becomes 
at  all  unsatisfactory  they  require  a  bond.  In  such  cases  we  have 
required  bond,  and  we  have  required  them  to  commute  claims.  We 
commute  such  claims  at  the  request  of  the  self-insurers,  but  the  board 
must  be  adequately  satisfied  that  those  claims  wiH  be  paid. 

Mr.  FrrzGERAU).  Suppose  a  corporation  wants  to  liquidate  and 
go  out  of  business  ? 

Mr.  Fisher.  Then,  it  would  be  necessary  for  them  to  commute 
their  claims.  They  may  commute  or  pay  the  claims.  We  have  had 
one  firm  to  go  into^the  hands  of  a  receiver,  but  the  receiver  must  take 
care  of  the  outstanding  liabilities.  The  act  specifically  provides  that 
these  claims  shall  be  considered  the  same  as  the  wages  of  the  employee. 


Mr.  FiTZQERAU).  In  other  words,  they  have  a  prel^<me  t 

Fisher.  Ygs  sir. 

Dr.  Andrews.  I  wanted  to  see  if  I  was  correct  in  making  a  com- 
parison between  the  self-insurers  in  a  State  like  Pennsylvania,  with  a 
competitive  State  fund  and  the  insurance  companies,  or  whether  it 
would  naturally  be  expected  that,  inasmuch  as  the  larger  establish- 
monts  are  the  self-insuring  ones,  and  since  investigations  practically 
always  ehxm  that  it  is  t£e  snoaUer  establishments  which  have  the 
worst  factory  conditions,  sanitarv  and  otherwise,  their  safety  records 
would  be  better.  In  other  wonk,  would  we  not  tAticipate  that  the 
safety  records  in  the  larger  plants  would  be  better  than  m  the  otiiers  ? 
That  is  the  onlv  point  1  wanted  to  make. 

Mr.  Fisher.  You  mean  that  naturally  in  the  field  covered  by  the 
self-insurers  the  conditions  would  be  better  ? 

Dr.  Andrews.  Yes. 

Wc,  Fism^.  I  think  so. 

Mr.  Underbux.  In  otiiwr  words,  the  big  employers  have  the  best 
conditions? 

Mr.  Fisher.  It  is  largely  a  matter  of  ^ucation. 

Mr.  F.  R.  Jones.  The  $100  medical  provision  applies  to  the  State 

fund  ? 

Mr.  Fisher.  It  apphes  to  everybody. 

Mr.  F.  R.  Jones.  Under  the  State  fund  they  can  not  go  beyond 
Uxat  limitation. 

Mr.  Fisher.  The  State  fund  provides  for  $100  medical  expense. 

Mr.  F.  R.  Jones.  The  same  as  the  stock  and  mutual  companies. 

Mr.  Wwsasm.  It  is  regulated  by  the  same  rules.  The  State  fund 
in  P«msylvania  is  m  the  status  of  eompelitioit  with  insurance  com- 
panies, and  it  does  not  enjoy  any  privilege,  except  the  privilege  to 
write  at  rates  10  per  cent  less  than  those  of  the  private  companies 
or  mutual  associations  that  the  companies  do  not  enjoy.  Then,  this 
covering  charge  for  the  minimum  is  smaller. 

Mr.  F.  R.  Jones.  Its  insurance  rate  is  10  per  cent  less  than  that 
of  the  compimies  ? 

Mr.  Fisher.  It  has  that  privilege. 

Mr.  F.  R.  Jones.  It  has  beea  paying  dividends  as  high  as  50  per 
c^t. 

Mr.  Ftshbr.  I  think  in  one  year  it  did. 

Mr.  Brashears.  Is  it  true  that  the  premiums  collected  by  the 

insurance  companies  on  this  class  of  risks  in  the  State  of  Pennsyl- 
vania are  subject  to  State  taxes  I 
Mr.  Fisher.  They  are. 

Mr.  Brashears.  Is  the  State  fund  subject  to  taxati<m  I 

Mr.  FisHBB.  No,  sir;  I  believe  not. 

Brasbkabs.  Can  ym.  tell  me  how  much  in  premiums  the  State 
collected  last  year  ? 

Mr.  Fisher.  No,  sir;  I  do  not  know.  I  do  not  have  anything  to 
do  with  the  State  fund. 

Mr.  F.  R.  Jones.  Pennsylvania  pays  no  taxes  on  its  State  fund. 

Mr.  Fitzgerald.  How  does  it  figure  up  ^  Does  it  amount  to  as 
much  as  the  10  per  cent  differential  ( 

Mr.  Brashears.  It  is  2  per  cent,  Mr.  Chairman.  The  pomt  I 
wanted  to  bring  out  was  tnat  this  insurance  rate  through  a  State 


58      WORKMAN COMPENSA'nOir  IN  THE  mSmXST  OF  COLUMBIA. 

fund  by  virtue  of  bein^  so  carried,  pays  less  income  to  the  State  imm 
*l^hw:Test^cLi!S  have  nothmg  further  to  say,  Mr. 
^I^^GERAU).  We  are  very  0iid  to  haTe  your  statement. 

5bwn  here  but  I  reaUy  did  not  have  an  opportunity  to  see  this  bill 
St^  iCidng  when  I  reached  this  office,  and  therefore,  I  do 
not  kno^  theCfte  of  controversy  m  it.  As  I  understand  it,  there 
fs  nr^c^i^al  unanimity  as  to  the  prmciple  or  idea  of  having  a  compen- 
ifion  law  foT^Dlstrict  of  c!olum£ia,  and  that  the  real  point  m 
con  lov?  sy  is  as  to  whether  the  system  adopted  shall  be  an  exclus^^^^ 
State  fund  rather  than  a  system  with  a  competitive  State  fund 
oneiat^  in  competition  with  stock  companies  and  suet  mutuai 

may^be  formed  here  or  may  be  formed  thro«g^«^t  ^« 
^^ti^  or  whether,  as  a  third  alternative,  there  sha  1  be  no  State 
W  ^ha?evl  the  heki  to  be  covered  wholly  by  mutual 

^tr^^^S^^There  are  only  two  proposition.  The^^  is  no 
objection  to  establishmg  a  State  fimd  m  competiUon  with  other 

^"^Mr  ■  BoHLER  As  I  see  it,  the  intermediate  alternative  is  practically 
thfquesUon  Now,  as  I  understand  it,  there  m  a  comparatively 
small  volume  of  manufacturing  here. 

|^^\"^he^rSu;S:Xus  business  being  practically  co„- 
^^rl^SSS^'TbTT^  Co.  would  lead,  perhaps,  in  acci- 
manufacturing  concern,  I  think,  tli«  X»aJtenes,  ana  wio  «a.u**«6 

""^'Xn^:  TKnTSt^lhe  principal  ha.ar^- ^- 
n^  I  Dresume  and  there  is  the  street  railway  system.  TbfiTeiBU- 
^pro?oStion  is,  of  course,  complicated  by  the  fact  that  the  great 
b^^ofthe  activities  carried  on  by  it  are  interstate  in  character,  and 

S:SliaTdo^^^  ^^^^  inlLft  J^rmUl 

fn  coCec'tion  whh  the  Terminal  here  VpuW  be  «^ud«l  by  virtue 

nf  that  fact  or  that  is  the  way  it  would  appear  to  me.  ■* 
^^ir  BoHLER.  You  have  an  important  advantage  ^er^^en^m 
able  to  cover  interstate  companies  as  well  as.  local  wies. 
That  of  coi?se  would  leave  a  considerable  volume  of  premiums 
to  be  W  by  the  Terminal  Co.  and  the  various  railroad  companies 
i^sing  Z  te^hial  stations.  That  would  increase  your  premium 
rate  very  greatly.  There,  of  course,  you  would  have  a  group  of 
employers  X  ce^tahJy  cc^uld  be  tpisted  to  carry  .the«  risks  without 
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any  chance  of  tiie  working  people  suffering  by  reason  of  their 

insolvencv. 

Mr.  Fitzgerald.  I  don't  know  about  that.  If  you  listen  to 
statements  of  the  railroads  nowadays,  you  must  be  impressed  by  the 
fact  that  they  are  almost  on  the  verge  of  ruin. 

Mr.  BoHLEK.  That  would  not  affect  the  claims,  because  they 
would  be  giv«ii  the  same  priority  that  is  given  to  wages. 

FiTZOEBALD.  But  they  run  for  20  years,  or  sometiiing  like 

that. 

Mr.  BoHLER.  I  might  say,  in  respect  of  the  Pennsylvama  compen- 
sation system,  that  at  the  time  the  act  of  1916  was  passed,  or  when 

the  commission  was  holding  its  session  in  1913,  there  was  a  very 
considerable  amount  of  controversy  and  a  great  deal  of  testimony 
taken  in  respect  to  the  comparative  merits  of  the  various  systems. 
There  was  some  little  demand  for  the  exclusive  State  fund  system. 
We  examined  into  the  matter,  and  came  to  the  conclusion,  as  a 
commission,  that  there  was  no  proof  of  any  OTeat  advantage  certainly 
to  the  employee  in  such  cases.  I  only  look  at  the  question  of  the 
advantages  of  the  respective  systems  from  two  standpoints:  First, 
the  advantage  to  the  employee:  and,  secondly,  the  advantage  to 
the  employer  who  insures  under  sucli  systems.  Of  course,  the  advan- 
tage to  the  employees  was  a  ((uestion  that  they  had  to  consider — ■ 
that  is,  the  certainty  of  solvency  or  the  certainty  of  getting  the  com- 
pensation during  the  entire  period,  vrhich  will  be  prolonged,  perhaps, 
to  18  years.  Indeed,  it  might  be  prolonged  to  a  later  period  than  that, 
because  from  a  casual  reading  of  this  act  I  believe  that  dependent 
children  are  entitled  to  compensation  even  after  they  are  18  years 
of  age,  if  they  are  physically  incapable  of  self-support.  The  second 
point  is,  of  course,  the  speed  with  which  the  adjustments  are  made 
and  the  promptness  with  which  they  receive  their  compensation — 
that  is,  the  space  of  time  which  elapses  between  the  accident  or  the 
death  and  the  beginning  of  the  receipt  of  the  compensation  to  which 
the  beneficiaries  are  entitled.  Now,  as  to  the  first,  in  looking 
over  this  bill,  I  find  that  the  Government  of  the  United  States  does 
not  seem  to  do  more  than  stand  behind  the  admmistrative  expense. 

There  seems  to  be  no  provision  for  supplying  anything  additional 
in  the  event  the  calculations  of  the  commission  as  to  the  adequacy  of 
the  rates  prove  to  have  been  erroneous.  That,  of  course,  is  one  of  the 
possibilities  with  any  persons  who  are  not  supennen,  because,  after 
all,  they  are  but  human  beings,  with  the  sort  of  judgment  that  goes 
with  human  beings.  On  the  other  hand,  we  have,  of  course,  the 
advantage  of  the  statistics  of  the  rates  which  are  prepared  by  the 
insurance  companies,  and  which  have  been  approved  by  the  insurance 
commissioners  (rf  the  various  States ;  so  that  they  are  not  left  abso- 
lutely to  their  own  imaginings,  but  they  have  a  pretty  safe  guide. 
On  the  other  hand,  there  is  always  the  chance  of  a  catastrophe  which 
must  be  taken  as  a  set-off  against  that.  As  to  that,  I  find  no  pro- 
vision for  guaranteeing  a  catastrophe  reserve  on  the  part  of  the 
Government.  A  catastrophe  reserve  can  only  be  accumulated  after 
some  little  time.  If  there  should  be  a  catastrophe,  or  should  be  an 
error  in  the  judgment  of  the  commissioners  in  the  hxing  of  adecjuate 
premiums,  there  would  be  only  one  of  two  things  to  be  done.  One 
(rf  them  did  occur  in  West  Virginia,  as  I  recall.   I  will  ask  Mr. 
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Hookstadt  about  that.   Am  1  right  in  saying  that  the  State  of  West 
Vireinia  had  a  deficiency  ?  ^  , 

ifc.  Hookstadt.  No,  sir;  they  did  not.  T^ere  were  two  large 
catastrophes  in  the  coftl-mining  indastry,  and  th«  fund  was  not  sutti- 
cient  to  pay  the  costs,  and  they  did  not  have  to  pay  the  whole  thing. 
Thev  made  up  the  deficiency  by  increasing  their  premium  meome. 

BoHLER  That  was  iii  accordance  with  the  German  system  of 
letting  the  insurance  carry  itself  oyer  from  year  to  year,  meeting  the 
demands  of  a  preyious  year  by  the  premiums  laid  m  later  years.  1  hat 
proposition  is  fair  if  ail  of  the  employers  remains  exactly  the  same 
but  it  is  rather  a  hardship  to  be  assessed  a  premium  beyond  the  actual 
requirem«its  €i  the  risk  in  oreder  to  meet  the  demands  of  inadequate 
collections  upon  another  group  of  employers  who  simi^y  share,  with 

them  this  added  cost.  ,    .   ,         •      i  •  i  xi,  i. 

Mr  Underhill.  In  other  words,  the  mdustry  m  which  the  catas- 
trophe occurred  might  not  be  paying  any  premiums,  because  it  migiit 

haye  gone  out  of  business  ?  ,       .  ,     ,  ^i.   i.  • 

Mr.  BoHLER.  In  fact,  the  catastrophe  might  destroy  the  business, 
leavme  the  excessive  cost  to  be  borne  by  what  we  might  call  the 
inno^t  industries.  They  mi^ht  be  left  to  bear  the  burden  imposed 
W  the  catastrophe,  which  might  have  been  due  to  gross  misinanage- 
ment.  That  feature  does  not  seem  to  me  to  be  perfec^tly  fair,  i 
would  certainly  say  that  if  such  a  scheme  as  is  outlined  here  is  kept 
in  force  and  if  there  is  an  insurance  commissioner  m  the  District  who 
is  charcred  with  the  fixing  of  premium  rates,  he  should  be  given  some 
superyrsory  power  over  the  rate  to  the  end  that  they  may  be  adequate. 

As  to  the  question  of  celerity  of  administration  of  the  collections 
there  does  not  seem  to  be  any  substantial  adyantage  m  lay  or  of 
State  funds,  or,  that  is  at  least  shown  by  our  Pennsylvania  experience, 
and  the  statistics  which  we  have  received  from  other  States  indicate 
that  some  ha-e  gotten  to  be  tess  favorable  to  exclusive  State  funds 
than  they  had  been.    Our  thought  in  providing  for  a  State  fund  was 
this  •  We  believed  that  the  employers  should  be  given  the  option,  if 
they  wished,  to  obtain  the  advantages  that  come  from  mutuaUaa- 
tion,  and,  therefore,  I  say  that  one  of  the  advantages  that  exMts  in  a 
State  fund  is  the  advantage  of  having  strict  mutuals  so  that  the 
employer  who  has  paid  the  rates  can  secure  by,  a  dividend  tbe  ad- 
vantage of  a  return  of  the  margin  of  safety  which  must  be  charged 
initi^y  in  the  original  premium,  and,  second,  that  he  may  secure 
the  advantage  of  the  elimination  of  the  procurement  charge  cost, 
which  inevitably  comes  in  writmg  competotive  msurance. 
Mr  I  xDERHiLL.  There  is  also  the  ditoination  of  taxes. 
Mr  BoHLER.  That  would  be  a  minor  matter  of  2  per  cent.  We 
find  for  instance,  that  our  experience  in  Pennsylvania  has  been  that 
while  the  State  fund  has  shown  a  very  excellent  record  for  the  return 
of  dividends— and  I  might  say  that  I  am  the  counsel  for  them  m 
connection  with  the  State  fund,  or  am  a  sort  of  general  counsel— 

Mr.  Undbehill  (interposing).  How  much  have  you  in  the  State 
fund* 

Mr!  BoHLER.  The  premiums  are  Ik  little  under  $2,000,0()0. 

Mr.  Underhill.  And  2  per  cent  on  that   ^ 

Mr.  BoHLER  (interposing).  Would  be  S40,000.  They  a^e  per- 
mitted to  charge  10  per  cent  less,  and  on  account  of  the  fact  of  the 
elimination  of  their  procurement  charges,  they  have  returned  a 
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(Uvidend  in  addition  of  about  15  per  cent,  or  a  dividend  of  about 
25  per  cent,  which  makes  the  cost  ef  insuraflicemider  the  competi- 
tive State  fund  average  about  75  per  cent.  The  Manufacturers 
Association  of  Pennsylvania  has  a  very  strong  and  exceUenUy  run 
mutual,  and  it  has  a  premium  income  that  closely  approximates  that 
of  the  State  fund,  and  it  has  paid  dividends  substantially  the  same. 

I  understand  there  are  one  or  two  large  mutuals  operating,  and  i 
think  both  of  them  are  Massachusetts  mutuals,  if  I  am  not  mistaktm, 
which  have  operated  quite  largely  within  our  State,  and  from  the 
information  I  ?emember— I  wiU  not  guarantee  it  because  this  is  given 
you  without  any  preparation  because  of  the  short  notice  i  have  had— 
I  understand  the  dividend  returns  are  substantially  the  same.  Ihey 
may  vary  a  few  points  but  thev  are  substantially  the  same.  . 

the  State  fund  when  it  was  first  formed,  the  legislature  recognized 
that  in  the  formation  of  a  fund  before  the  premiums  began  to  come 
in  or  until  it  became  established,  there  would  inevitably  be  a  great 
many  expenses  which  it  would  not  be  proper  to  charge  apunst  an 
infant  industry,  so  they  gave  protection  to  this  infant  industry  by 
paying  the  expenses  of  management  durmg  the  first  ^"^r  .^'J^^;;^- 
The  govenor  was,  however,  given  the  risht  to  declare  the  State  iund 
self-supporting  prior  to  that  time,  and  that  was  done,  as  I  remember 
it.  about  two  and  a  half  years  after  the  fund  was  started,  ^  there 
is  now  set  aside  from  the  State  fund  the  amount  which  the  State  has 
already  advanced  it,  and  in  the  event  of  the  State  re(iuiring  it  back 
that  fund  is  there  apart  from  its  reserve.  They  have  accumulated  a 
catastrophe  reserve  as  weU,  and  not  only  an  adequate  reserve^which 
we  are  requured  to  keep  up  just  as  any  ot)ier  company  would  be.  but 
we  have  a  reserve  somewhat  lai^r  tha^  the  legal  reqmrements,  and 
also  a  very  substantial  surplus.  •  i 

Mr.  Underhill.  Do  you  remember  what  tiae  imUal  appropriation 

Mr.  Boiilex.  I  think  it  was  S150,000  a  year.  I  know  it  more 
than  adequate  to  c(wer  our  expenses.  We  had  a  margm  which  we 
did  not  use,  and  it  was  only  two  and  a  half  years  before  the  thing 
was  self-supporting;  but  what  I  desire  to  say  is  this :  That  except  tor 
1^  difficulty  of  forming  a  State  mutual— and  after  all  our  ^tate  fund 
is  only  a  State  managed  mutual  which  was  promoted  bv  the  State 
and  aided  by  the  State  in  the  process  of  formation,  it  really  has  very 
little  difference,  except  in  the  technique  of  startmg  it,  from  the  mutual 
which  was  formed  in  Massachusetts,  if  you  wdl  remember,  at  the 
time  that  act  went  into  effect.  It  has  acted  as  a  corrective  of  exces- 
sive rates.  There  is  no  question  of  that.  It  gives  an  opportumty  f«r 
insurance,  as  any  other  mutual  would,  at  a  lower  cost.  It  would  be 
extraordiaary  to  me  that  more  employees  do  not  adopt  that  saving 
except  there  is  a  certain  personal  service  obtamed  from  one  s  'jokers 
and  except  for  the  fact  I  myself  do  exactly  the  same  thmg.  I  could 
obtain  some  of  my  UMurance  at  lesser  rates  through  mutual  com- 
panies, but  I  prefer,  in  a  way,  to  patroniae  the  brokers  whom  1  have 
been  accustomed  to  deal  with.  They  have  given  me  a  certam  amount 
of  service  which  on  the  whole,  in  a  small  matter  of  that  sort,  is  prob- 
ably worth  the  extra  expense. 

We  did  not  see  at  that  time  any  particular  advantage  to  the  em- 
ployed classes  in  creatmg  exclusively  a  State  fund  There  are  certain 
disadrantages,  in  my  mind,  in  creating  a  Stat«  fund  and  placmg  it 
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under  the  direction  of  the  very  persons  who  must  determine  the 
liabilities  and  rightB  ereated  by  such  an  act  as  this. 

Mr.  Undkuoul.  Here  is  a  contingmcy  whidi  might  arise  in  this 
District.  I  do  not  believe  they  have  any  insnrance  ctHnmissioner  in 
this  District. 

Mr.  Proctor.  Yes;  we  have  an  insurance  commissioner. 
Mr.  Underhtll.  And  are  they  very  careful  in  the  admission  to 
business  in  this  District  of  those  who  write  insurance  of  all  kinds  ? 
Mr.  Proctor.  Yes,  sir. 

Mr.  Underhill.  And  do  they  exclude  certain  companies  ? 

Mr.  Proctor.  Mr.  Nesbitt,  tiie  former  commissioner  of  insurance 
here  in  the  District,  is  here,  and  could  tell  you  about  that. 

Mr.  Nesbitt.  The  law  here  is  rath^  loose  in  reference  to  the 
requirements  of  the  companies  that  do  business.  They  have  to  have 
certain  standards  and  the  law  requires  certain  standards,  but  they 
are  much  lower  than  those  provided  in  many  of  the  States. 

Mr.  I^XDERHiLL.  In  that  case,  either  the  law  would  have  to  be 
strengthened  in  the  District,  giving  tlie  commissioners  more  power, 
or  else  the  administration  of  this  whole  proposition  would  have  to  be 
tinrough  the  commission  which  is  aheady  in  existence  to  administer 
it;  that  is,  they  would  have  to  say  as  to  what  rates  should  be  charged* 

Mr.  BoHLEN.  Yes. 

Mr.  Underbill.  They  would  have  the  say  as  to  what  compamea 

might  be  allowed  to  write  business;  they  would  have  the  say  as  to 
how  much  shall  be  awarded  to  an  injured  (employee;  in  fact,  they 
would  be  judge,  jury,  plaintiff,  and  defendant  all  in  one. 

Mr.  BoHLER.  It  seems  tp  me  there  is  no  particular  antagonism 
in  the  two  functions,  in  the,  absence  of  an  adequate  insurance  law 
for  the  District,  in  vesting  in  the  compensation  commission  a  super- 
visory power  over  insurance  and  the  fixing  of  an  adequate  rate. 
That  is  in  itself  a  more  or  less  judicial  function,  in  a  way.  It  is  an 
administrative  judicial  function  requiring  jud^ent,  in  which  they 
stand  perfectly  impartial;  but  there  is  a  certam  amount  of  danger, 
it  seems  to  me,  in  permitting  the  persons  who  stand  in  the  position 
of  defendants,  to  be  also  the  persons  responsible  for  the  creation  of 
adequate  funds  to  meet  the  claims  when  adjusted.  Perhaps,  I  am 
speaking  rather  as  a  lawyer  with  a  lawyer's  ideals,  that  the  attitude 
of  a  jud^e  i^uld  be  entirely  impfu-tial  in  respect  of  any  controversy 
before  him. 

Mr.  FrrzGBBALD.  You  think,  then,  if  possible,  it  would  be  better 
for  the  insurance  commisaon  of  the  District  to  Jfix  the  rates  for  this 
compensation  so  that  there  would  not  be  a  tCTidency  on  the  part  of 

the  commission  on  workmen's  compensation  to  charge  either  exc-es- 
sive  rates  or  to  be  very  stingy  and  niggardly  with  the  employees. 

Mr.  BoiiLER.  Yes.  You  see  there  might  be  one  of  two  things; 
either  they  might  charge  excessive  rates  in  order  to  make  their  fund 
absolutely  certain,  or  having  made  inadequate  rates,  they  would 
desire  to  cut  their  coats  according  to  their  cloth. 

I  notice  one  other  thing  in  this  bill  which  I  think  seems  to  be  in- 
separable from  this  form  of  insurance  act.  There  is  in  every  com- 
pensation act  certain  questions  which  come  up  and  which 'determine 
vet  v  largelv  the  amount  of  burden  to  be  borne  by  employers  and 
the'  amount  of  benefit  to  be  obtained  by  employees.  I  think  no  one, 
even  the  employee  himeslf,  would  desire  to  get  more  than  the  law 
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is  intended  to  give  hhn.  Whatever  interest  they  have  should  be  to 
cet  a  law  which  gives  them  a  good  deal  and  not  have  an  unjust  inter- 
pretation of  the  law.  In  this  case,  I  notice  that'  there  is  a  right  of 
appeal  on  the  part  of  one  who  claims  he  has  not  received  enougn, 
but  there  is  no  right  of  appeal  on  the  part  of  the  employers  who  are 
affected  by  an  interpretation  which  the  board  may  cut  upon  the 

act  to  iletwmiine  whether  or  not  

Mr.  Andrews.  Yes.  ,  ^.  .  u  \\r> 

Mr.  BoHLEE.  As  I  say,  I  have  read  this  bill  very  casually.  Mr. 
Andrews  does  not  seem  'to  agree  with  me.  I  find  no  provision  where 
the  eniplovcr  since  he  is  no  longer  a  party  to  the  habilitv,  having 
paid  his  premiums,  can  (|uestion  the  ruling  of  the  board  which  may 
perhaps  give  an  interpretation  which,  being  m  excess  of  what  a 
court  would  sanction,  really  increases  the  burden  beyond  that  which 
the  act  is  intended  to  impose.  I  mav  be  in  error  as  to  that  because^ 
as  I  say,  my  reading  of  the  bill  has  been  somewhat  casual.  1  tind 
in  section  17  that  "withm  30  days  after  fihng  his  appeal  the  appellant 
shall  file  a  petition  in  the  ordmary  form  against  such  commission 
as  defendant,"  and  that  the  award  shall  be  final  and  conclusive  unless 
within  30  days  after  notice  of  tiie  final  action  of  such  commiasian 

either  partv  appeals."  .       i  * 

Now,  what  other  partv  there  is  in  this  case,  I  can  not  make  out. 
There  is  no  other  party  provided  because  the  claim  is  agamst  the 

insurance  fund  itself.  .  . 

Mr  Andrews.  It  is  obvious  that  it  is  not  the  commission. 

Mr.  BOHLBR.  If  it  is  meant  that  the  employers  shall  regard  them- 
selves as  the  other  party,  it  should  be  so  stated,  because  the  word 
"party"  there  means  nothing.   It  iwjuld  nomuUly  mean  a  party  to 

the  litigation.  ,  j     ^  i_        ^t.  a 

Mr.  Fitzgerald.  Either  party  m  this  sense  could  not  be  constmea 
in  any  other  wav  than  either  party  to  the  litigation. 

Mr.  Proctor."^  I  think  vou  will  find  that  is  very  general  phraseology 
with  reference  to  a  prosecution  which  practically  means  nothing, 
because  there  is  no  existing  law  which  permits  an  appeal  to  the  cxiurt 
from  administrative  agencies  of  the  Government.  The  only  method 
of  review  is  now  by  ttie  common-law  method  of  certiorari  or  man- 
damus, whicsh  aare  purely  of  a  jurisdictional  ch^acter  and  do  not  at 
all  review  the  merits  of  the  case.  So  that  when  I  made  nay  point  the 
other  day  of  there  being  no  right  of  appeal,  I  have  no  thought  now 
that  this  provision  which  has  heen  cited  would  m  any  way  qualify 

that  statement.  ,  *   *  i.v. 

Mr.  Underhill.  Do  you  make  an  allowance  of  66  i  per  cent  of  the 

wage?  ^ 

Mr.  BoHLER.  We  make  ours  at  60  per  cent,  and  our  maximum  is 

very  far  below  this. 
Mr.  Underbill.  How  much  is  it?  , 
Mr.  BoHLER.  The  maximum  ^t  can  be  recovered  is  only 

Personally,  without  committing  anyone  else,  I  am  inclmed  to  agree 

with  you  that  under  the  present  wage  rates—- — 
Mr.  Underbill  (interposing) .  It  is  too  low. 

Mr.  BoHLER.  I  am  inclined  to  agree  with  you,  but  it  was  all  we 
could  get  for  the  workmen  at  the  time. 

Mr.  Fitzgerald.  I  quite  agree  with  you,  Mr.  Bohler,  in  regard  to 
this  matter,  that  the  appeal  here  seems  to  be  limited  to  a  controversy 
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over  the  award  of  the  commission  and  that  either  party  there  would 
probaWy  mean  the  commission  or  the  individual. 

Mr.  F.  R.  Jones.  Yes;  that  is  what  it  does  mean. 

Mr.  Frrz6Kit4LD.  And  there  is  bo  provisi<Hi  here  for  any  appeal  for 
tile  employer  against  what  ke  would  cotosider  an  exorbitant  rate. 

Mr.  Bom^R.  Or  a  eonstructicm  that  would  offeet  the  rate  to  his 
disadvantage.  I  think  it  is  a  matter  of  minute  critidsm,  that  per* 
haps  should  be  corrected. 

Mr.  Fitzgerald.  I  am  turning  over  in  my  mind  the  advisability 
of  an  appeal  to  the  courts  on  a  question  which  should  be  settled  by 
actuaries  and  insurance  people. 

Mr.  BoHLER.  But  this  is  a  question  not  of  the  adequacy  of  rates. 
We  have  had  an  act  which  we  had  tried  to  make  so  clear  as  to  avoid 
Htigous  questions,  but  we  have  had,  I  suppose,  50  important  ques- 
tions of  law  wfiich  have  had  to  be  passed  upon  by  the  Supreme 
Court  in  reference  to  the  construction  of  cwrtam  phrases.  Some  of 
those,  if  they  had  been  decided  in  favor  of  the  employee,  would  have 
increased  the  rates  quite  considerably,  whereas  if  they  had  been 
decided  in  favor  of  the  employer  would  have  decreased  them.  I 
think  that  questions  of  interpretation  should  not  be  left,  finally,  to 
any  merely  administrative  functionary,  no  matter  how  competent. 
There  should  be,  I  think,  an  appeal  to  some  of  the  courts  to  construe 
the  meaning  of  the  act,  not  to  apply  it  to  the  facts  where  the  applica- 
tion depends  upon  certain  findings  of  facts. 

Mr.  Undbrhdll.  We  had  the  sttme  experience  in  Massachusetts. 
They  thought  they  had  an  ideal  bill  there  and  they  found  that  before 
they  could  get  the  legislature  to  pass  additional  laws  to  cover  the  case, 
that  the  commissioners  themselves  had  to  obligate  themselves  to 
$84,000  of  money  which  they  paid  out  of  the  fund,  which  could  not 
have  been  paid  under  the  provisions  of  the  bill.  Afterwards  the 
legislature  corrected  it  and  made  it  retroactive,  so  it  was  all  right, 
but  it  was  just  sudi  a  la{)ee  as  this  which  caused  that  difficulty  and 
trouble. 

Mr.  BomjSR.  In  anv  State  fund  which  has  a  limited  field,  such  as 
thii'has,  and  where  the  premium  income  is  not  very  large,  theare  is 
«hrays  danger  of  insolvency  during  the  first  period  by  reason  of  a 

catastrophe  which  I  think  perhaps  is  exaggerated.  It  has  been 
cared  for  before.  In  the  West  Virginia  case  it  was  cared  for  by  a 
proceeding  which  does  not  seem  to  me  to  be  altogether  just — that  is, 
charging  upon  the  next  year's  business  the  losses  that  have  occurred 
in  the  previous  year's  business,  when  perhaps  the  employers  are  a 
different  group.  The  adequaey  of  the  fwad  must  depend,  under  this 
act,  on  the  judgment  of  the  commissioner,  and  while  I  beUeve  that 
the  commissioner  will  probably  fix  rates  whidi  are  superadequate 
in  order  to  guard  against  this,  I  notice  one  thing  in  ther  act — ^1  wiH. 
not  say  "I  notice"  it,  because  I  have  not  read  it  attentively  enough 
to  pick  up  everything,  but  on  reading  of  it  I  can  not  find  any  pro- 
vision whereby  there  is  the  right  on  the  part  of  the  commissioner  to 
return  overadequate  premiums  or  to  declare  a  dividend  out  of  a 
surplus  which  is  unnecessary  for  the  reserve. 

Mr.  FcrzcffiRALD.  If  you  -mSt  permit,  Mr.  Bohler,  I  want  to  say  that 
this  conamittee  wUl  welcome  any  critici^  like  that  which  you  may 
not  only  be  prepared  to  give  us  now  but  if  you  take  the  tofte  to  look 
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over  this  a  little  critically,  we  will  appreciate  very  much  a  letter  from 
you  on  the  subject. 
Mr.  Bohler.  I  will  be  very  glad  to  do  so. 

Mr.  Fitzgerald.  The  last  matter  you  suggest  is  with  reference  to 
the  right  to  declare  dividends,  etc. 

Mr.  BoHLEE.  Yes.  That  seems  to  me  very  important.  There  is 
another  important  feature  which  I  think  ought  to  be  included,  and 
that  is,  I  find  no  direct  sanction  for  any  system  of  merit  rating. 
When  you  permit  or  require  the  compensation  liability  to  be  recovered 
by  insurance,  the  only  mcentive  of  enlightened  self-interest  which  you 
can  impose  upon  employers  for  better  safety  conditions  is  by  making 
the  money  expended  in  safety  devices  and  the  installation  of  safety 
systems,  including  discipline  systems,  which  after  all  are  more 
effective  than  mere  mechanical  devices,  is  to  show  them  how  they 
can  get  that  money  back  and  a  little  more  in  the  saving  of  lia])ility. 
Of  course,  that  operates  in  the  case  of  self-insurance  directly.  They 
can  see  the  return  there  because  an  increased  number  of  accidents 
increases  their  liability,  but  in  the  case  of  insurance,  it  must  be  shown 
through  merit  rating. 

Mr.  Underhill.  I  would  like  to  ask  Mr.  Jones  if  the  insurance 
companies  take  that  into  account  in  writing  insurance. 

Mr.  Jones.  A  trolley  car  was  passmg  and  I  did  not  hear  that. 
Will  you  kindly  state  tnat  again. 

Mr.  BoHLEB.  We  were  discussing  the  question  of  merit  rating. 
We  have  in  Pennsylvania  rating  inspection  bureau  by  which  a'll 
policies  are  submitted  to  a  central  authority  so  that  the  ratings  shall 
really  be  done  impartially  and  shall  not  be  a  mere  ojjportunity  for 
illicit  rebating;  and  there  is  a  system  of  merit  rating  which  I  have  not, 
I  regret  to  say,  kept  myself  up  with,  which  does  allow  for  a  very 
material  cuttmg  of  the  premium.  It  used  to  be  on  the  mere 
installation  of  adequate  safety  devices  and  the  mere  installation  of 
an  adequate  discipline  system.  I  think  now  it  has  turned  itself 
rather  into  an  experience  rating,  so  that  a  company  which  has  for  a 
number  of  years  shown  a  superfavorable  accident  exjjerience  is 
entitled  to  a  material  deduction  from  its  premiums.  You  can  see 
that  that  is  a  very  great  incentive  to  the  elimination  of  accidents. 

Mr.  Fitzgerald.  May  I  ask  you  whether  you  know  of  any  publi- 
cation, pamphlet,  or  anything  of  that  sort,  setting  out  some  practical 
ideas  on  the  workings  of  ment  ratings  ? 

Mr.  BoBLEB..  Of  course,  we  are  all  inclined  to  favor  our  own  people 
and  I  am  inclined  to  think  that  Mr.  Downey,  the  deputy  in  charge  of 
workmen's  compensation  insurance  under  the  insurance  commis- 
sioner of  our  State,  would  probably  be  able  to  give  vou  a  better  idea 
of  a  proper  merit  rating  system  than  anyone  else,  at  least  in  my 

State,  and  to  work  out  those  details  for  you,  and  also  Mr.  Kobertson 
Jones. 

Mr.  F.  R.  Jones.  The  companies  have  worked  out  a  very  thorough- 
going system  in  connection  with  the  merit  rating  plan,  both  physical 
examination  of  the  properties  and  through  experience,  and  suggested 
miprovements  in  various  factories  and  giving  credit  for  this  ami  that. 
It  is  a  very  thoroughgomg  system.  Of  course,  in  some  instances  the 
rate  suggesting  power,  or  what  is  known  as  the  national  workmen's 
compensation  service  bureau,  has  been  takeja  over  by  some  of  the 
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States,  like  in  the  case  of  New  York,  where  there  is  a  regular  rate 
and  classification  bureau,  a  semi-official  bureau  in  New  York  State, 
that  does  this  inspecting  of  these  factories  and  gives  credits  for  this 
and  for  that  and  enters  into  the  subject  in  the  greatest  detail.  Fur- 
thermore, the  National  Council  on  Workmen's  Compensation  has 
pretty  generally  taken  over  the  matter  of  rate  classification,  rate 
merits,  and  that  council  represents  all  these  insurance  carriers,  State 
insurance  funds  and  stock  companies  and  mutuals.  They  are  doing 
that  also  in  other  States.  Pennsylvania  is  doing  a  great  deal  in  that 
direction  and  the  various  boards  in  various  States  are  doing  work  of 
that  kind. 

Mr.  Fitzgerald.  May  we  ask,  Mr.  Jones,  whether  there  is  a  com- 
pilation or  pamphlet  of  any  kind  setting  out  that  work? 

Mr.  F.  R.  JoxES.  There  is,  Mr.  Chairrhan,  and  I  can  furnish  you 
with  that.  There  is  a  very  thoroughgoing  pamphlet  on  that  subject 
and  I  will  be  very  glad  to  get  it  for  the  committee. 

Mr.  BoHLER.  If  I  may  make  a  suggestion,  I  have  had  a  little  ex- 
perience in  drafting  this  form  of  legislation,  perhaps  it  would  be 
adequate  to  merely  provide  that  in  the  making  of  the  rat^  the  com- 
missioner should  be  permitted  to  adopt  a  system  of  merit  rating,  by 
experience  or  otherwise,  leaving  it  to  him  to  determine  which  of  the 
methods  is  the  best  one.  I  think  that  would  quite  adequately  cover 
that  matter. 

Mr.  UxDERiiiLL.  There  is  one  other  question  I  want  to  ask  you. 
Wliat  is  the  interval  or  waiting  period  in  Pennsylvania. 

Mr.  BoHLER.  It  was  14  days  and  it  is  now  10  days.  I  am  inclined 
to  tliink  that  that  also  is  perhaps  a  little  high. 

Mr.  Underhill.  Has  any  effort  been  made  through  legislative 
enactment  to  increase  that  ma^dmum  of  $12  ? 

Mr.  BoHLER.  Not  this  year;  no,  sir.  Two  years  ago,  in  1919, 
there  was  a  very  unfortunate  misunderstanding  which,  perhaps,  pre- 
vented due  consideration  being  given  to  the  recommendation  of  the 
board  that  the  maximum  should  be  increased  to  $15,  I  think  it  was, 
which,  I  think,  was  a  minimum  maximum,  if  I  may  call  it  so. 

Mr.  Underbill.  They  reconmiended  it,  however.  That  is  what  I 
wanted  to  know. 

Mr.  BoHLER.  Y^;  the  board  had  recommended  it,  and  there  was 
some  misunderstanding  as  to  the  holding  of  public  hearings,  so  thai 
the  recommendations  of  the  board  were  taken  to  be  partisan  and 
were  rejected  in  toto. 

Mr.  Fitzgerald.  There  has  been  some  criticism  here  that  even 
the  rates  fixed  in  this  bill  are  not  sufficiently  high,  and  yet  they  are 
more  liberal  than  perhaps  in  any  other  State  now. 

Mr.  BoHLER.  They  certainly  are  as  liberal.  I  do  not  know  what 
the  present  Ohio  rates  are,  but  I  think  they  are  as  liberal. 

Mr.  F.  B,.  Jones.  This  bill  is  certainly  as  liberal.  It  is  more  lib- 
eral than  the  Ohio  law. 

Mr.  BoHLER.  Mr.  Jones,  you  have  made  a  greater  study  of  the 
cooperative  benefit  question  than  perhaps  anyone  else.  Do  you 
know  of  any  other  act  which  is  more  liberal  ? 

Mr.  F.  R.  Jones.  I  think  that  this  bill  here,  which  is  the  North 
Dakota  act,  is  more  liberal  than  any  other,  because  it  includes,  for 
instance,  domestic  servants. 
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Mr.  BoHLER.  I  think  that  is  admirable.  . 
Mr.  F.  R.  Jones.  And  for  a  great  many  other  reasons  this  is  prob- 
ablv  the  most  liberal  one.    I  would  place  them  ui  this  order:  This 

bill  the  New  York  law,  iind  then  the  Ohio  law. 

Mr.  Proctor.  Mr.  Bolder,  would  you  explain  to  us  in  a  word  the 
class  of  employees  included  within  your  law  ? 

Mr.  BoHLER.  I  would  prefer  to  come  to  that  after  I  have  dealt 
with  this  question  of  a  competitive  system.  I  think  we  can  say  that 
we  have  sem  nothing  since  the  act  has  gone  into  effect  that  has  led 
us  to  believe  we  m&ae  any  error  in  not  installing  a  State  fund  which 
was  identified  with  the  administrative  board  which  adjudicated  the 
claims.  We  believe  we  have  gotten  better  justice,  a  more  impartial 
view,  by  having  the  State  fund  completely  divorced  from  the  judi- 
cial tribunal  which  has  adjudicated  or  adjusted  the  claims.  We  can 
not  find  anv  reason  to  change  our  views  as  to  that.  We  have  seen 
no  disadvantage  to  the  workers  of  the  State  from  the  present  sys- 
tem. I  have  come  in  touch  with  a  great  many  of  the  workmen's 
organizations  who  are  interested  m  the  enforcement  of  rights  under 
this  act,  and  there  has  been  practically  no  demand  for  an  exclusive 
State  fund,  except  from  some  few  on  the  western  end  of  the  State, 
who,  perhaps,  are  influenced  by  the  infiltration  of  Ohio  ideas. 

Mr.  Andrews.  Do  you  happen  to  know  whether  the  organized 
labor  workers  of  the  State  have  adopted  a  resolution  urgmg  the  Ohi(» 
plan  ? 

Mr.  BoHLEN.  That  T  do  not  know.  I  know  that  before  the  legis- 
lature two  years  ago  we  had  at  that  time  a  great  number  of  conferences 
with  the  labor  leaders  who  were  interested  in  it,  the  American  Fetl- 
eration  of  Labor,  and  there  was  no  expression  of  a  demand  for  that 
two  years  ago. 

Mr.  Andrews.  I  notice  they  have  adopted  such  a  resolution. 

Mr.  BoiiLEN.  They  had  no  complaint  over  the  adjustments,  as  a 
rule.  They  have  won  invariable  complaints  as  to  the  physical  exam- 
ination, which  it  is  impossible  to  enter  into  now. 

On  the  other  side  of  the  shield,  the  question  of  the  advantage  to 
the  employer,  I  do  feel  that  the  employer  should  have  some  alterna- 
tive to  the  ordinary  stock  insurance.  The  question  is  whether  or 
not  that  can  be  obtained  in  the  District  of  Columbia  without  creating 
an  exclusive  State  fund,  and  if  there  be  an  exclusive  State  fund 
whether  that  State  fund  would  be  really  much  cheaper. 

Mr.  Underhill.  They  would  still  have  the  opportunity  of  insuring 
with  mutuals. 

Mr.  BoHLEX.  That  is  what  I  was  going  to  surest.  There  are  a 
number  of  mutuals  of  undouV>led  solvency  having  a  wide  covering, 
which  gives  the  opportunity  to  spread  over  the  various  risks.  The 
greater  the  business,  the  more  chance  of  doin^  that. 

Mr.  Underbill.  Is  there  any  opposition  m  Pennsylvania  to  the 
self-insured  feature  on  the  part  of  labor  or  labor  umons  or  organ- 
ized labor  * 

Mr.  BoHLER.  There  have  been  some  few  complaints  with  r^pect 

to  the  difficulty  of  controlling  the  larger  employers  in  one  particular 
and  that  is  their  discrimination  against  partially  disabletl  men. 
There  is  that  problem  always,  and  unless  it  is  carefully  guarded 
there  is  always  the  chance  of  a  man  who  is  physically  able  to  labor. 
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but  who  has  a  physical  disability,  whic-h  will  make  liim,  perhaps, 
more  subject  to  accident,  to  be  denied  employment  foi-  fear  that 
his  employment  will  entail  a  greater  compensation  liability  risk. 
We  guard  against  that  in  our  insurance  act  by  providing  that  the 
premium  charged  by  the  State  fund,  mutuals,  or  stock  companies, 
shall  not  take  into  account  the  physical  condition  of  the  laborer 
or  the  number  of  persons  who  are  dependent  upon  him  for  support. 
In  certain  times  ^v-hen  there  is  a  great  glut  of  labor  they  discriminate 
in  favor  of  the  foreign  worker  who  comes  over  here  himself  as  against 
the  domestic  who  generally  has  a  family  to  support  and  who  instead 
of  receiving  $100  for  burial  expenses  would  receive  six  or  seven  hun- 
dred dollars  for  compensation.  Whether  that  is  always  lived  up 
to  or  not,  I  am  not  certain.  Sometimes  in  the  application  for 
self-insurance  we  require  the  employer  to  promise  that  he  wiU  not 
so  discriminate.  Nearly  all  the  emploj^ers  of  the  State  have  made 
that  promise  and,  in  general,  live  up  to  it.  ^ 

The  question  really  as  to  whether  or  not  a  State  fund  in  the  Dis- 
trict oi  Columbia  would  be  profitable  depends  upon  the  amount  of 
the  premium  income.  There  is  no  question  about  that.  If  the 
premium  income  is  small,  the  administrative  cost  which  remains 
practically  constant  up  to  a  certain  point  would  be,  of  course,  a 
far  larger  percentage  of  the  premium  income  than  it  would  be  if 
there  was  a  very  large  volume  of  premiums.  I  do  not  know  what 
the  estimated  premiums  in  this  District  would  be.  The  exclusion 
of  the  railroads  and  the  denial  to  them  of  that  right  in  case  of  self- 
insurance,  a  right  which  is  not  even  denied  in  Ohio,  would,  of  course, 
make  a  very  much  smaller  volume  of  premiums. 

Mr.  Andrews.  An  excluded  fund  ? 

Mr.  BoHLER.  Yes,  sir.  I  think  there  is  no  question  Init  what 
you  can  not  have  a  competitive  fund  here.  I  do  not  thmk  you 
could  possibly  get  a  fund  which  would  require  a  certam  bulk  busi- 
ness in  competition  with  stock  companies,  self-insurers  and  the 
mutuals  which  operate  throughout  the  Nation  to  make  it  a  profitable 
enterprise :  I  do  not  think  there  is  any  doubt  about  that. 

Mr  F.  R.  Jones.  You  would  have  a  separate  office  under  a 
monopolistic  fund  in  the  District  operating  with  a  fund  of  a  few 
hundred  dollars  in  premiums  as  against  stock  companies  operating 
throughout  the  country  with  over  $100,000,900?  •      ■  . 

Mr  BoHLER.  That  is  true.  You  would  have  the  elimination  ol 
the  procurement  charges.  In  fact,  with  a  State  fund  the  procure- 
ment chaises  are  negligible  as  compared  with  the  charges  ol  a  stock 

^'^Mr^S^R  Jones.  When  you  take  the  stock  companies  and  the 
mutuals  throughout  the  United  States  thev  have  a  temendous 
coverage  from  experience  which  acts  as  a  safety  valve  or  a  safety 

guard  i 

Mr.  BoHLER.  Yes,  sir. 

Mr  F  R.  Jones.  Capital,  surplus,  reserve,  and  so  lorth,  and  as 
a^^ainst  them  you  would  have  a  small  State  insurance  company  here 
^th  relatively  only  a  few  hundred  dollars  •  ,  ,  ^ 

•Mr.  BOHLER.  I  do  not  profess  to  be  an  expert,  because  i  am  not. 

Mr  Andrews.  Have  you  had  catastrophes  in  Pennsylvania? 

Mr  BoHLBR.  We  have  as  yet  had  no  catastrophes  m  our  State 
fund    We  have  reinsured  the  catastrophe  risk  with  Lloyd  s,  smce 
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none  of  the  others  would  take  it.    We  have  never  yet  been  cal  o  I 
upon  to  make  up  one.    There  was  a  catastrophe  m  the  solf-msured 
mines  and  one  or  two  accidents  have  been  very  close  to  the  limit^ 
Mr.  Andrews.  The  regular  casualty  compames  would  not  take  tiie 

reinsurance  (  ,        .  -4.1,  t  ^^^A 

Ml-.  BoHLER.  We  have  put  the  reinsurance  with  Lloyd  s. 
m.  Brashears.  Do  you  think  the  District  of  Co  umW  is  suffi- 
ciently large  to  estabhsh  a  State  monopolistic  fund  for  hazardous 

sl^mER.  It  would  be  unpossible  for  me  to  say  without  know- 
ing the  amount  of  the  premiums.  I  can  only  say  that  the  clianci^  of 
th?  size  of  the  dividend  would  necessarily  prohibit  that,  whether 
it  would  afford  that  amount  of  business  or  not.  If  there  is  only 
a  premium  income  of  $200,000  and  you  have  an  office  charge  f or  writ- 
imr  the  premiums  and  for  administration  which  could  not  go  below  a 
certam  minimum,  undoubtedly  a  small  premium  mcome  would  cut 
down  the  amount  to  a  very  much  smaller  figure  than  would  be 
in  a  company  like  one  of  the  Massachusetts  mutuals  which 
operates  throughout  the  whole  United  States,  and  I  should  .a 
personaUy,  that  it  would  be  to  the  mterest  of  the  employer^,  m 
Lpect  to  saving  on  then-  premiiims,  to  insure  in  a  company,  a 
nation-wide  mutual,  with  a  very  large  coverage  as  against  a  S ta^ 
fund  restricted  to  a  district  with  so  small  an  amount  of  premium 
income  With  respect  to  what  I  beUeve  to  be  a  very  admu-able 
plan  I  would  sav  that  in  our  origmal  act  we  covered  both  foreign 
knd  domestic  emphnees,  the  act  passed  the  house  of  representa- 
tives at  Harrisbui-g,  but  failed  in  the  Senate  by  a  very  narrow  ma- 

^""'wien  the  matter  came  up  in  1915,  it  was  felt  that  some  part  of  the 
opposition  to  it  might  be  eliminated  by  the  passa-e  of  a  supplemental 
act  which  exempted  agricultural  employees  a^d^""^^^^^^.  f ; 
For  that  reason  and  for  that  reason  only,  not  because  the  people 
favored  this,  but  the  governor  and  the  powers  behmd  the  a«t  telt 

it  wise  to  pass  this  supplemental  act.  i-  ^  .  ^x.^ 

Mr  Underhill.  In  other  words,  they  wanted  some  relief  from  the 

intolerable  conditions,  and  you  were  willing  to  compromise  to  a  cer- 
tain extent  by  eliminating  the  farm  employees  i  ^nmP^tic 

Mr.  Bohler.  And  the  domestic  servants.  As  to  the  domestic 
servants,  whUe  the  risk  is  not  great,  the  premium  is  low  Ju^t  on  that 
point,  it  occurs  to  me  that  whUe  the  premium  is  low,  is  enUi  e  .  t  o 
ti-h  n  proportion  to  the  expense  of  writing.  I  thmk  that  could  be 
eliminated,1ust,  perhaps,  a*^mere  detail,  ly  makii^  the  coverage 
extend  over  a  period,  instead  of  one  year,- toe  or  five  years. 

Mr  Fitzgerald.  The  difficulty  here  m  Waslungton  is  on  account 
of  the  changmg  of  the  population— one  is  not  here  over  about  four 

^^m.  BoHLBR.  Yes,  sir.   You  could  possibly  spread  it  over  two 

^"m:  Fitzgerald.  Mrs.  Kansome,  of  tl^e  Housekeepers'  Allumce  is 
studying  the  matter  of  domesUc  servants  very  carefuUy  with  the 
idea  of  making  a  report  both  U>  the  committee  and  to  o^^^^^^' 
I  should  be  very  glad  to  have  you  touch  upon  that  matter.    1  under 

stand  it  is  in  the  New  Jersey  act. 
Mr,  Bohler.  It  is  a  code. 
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Mr.  Fitzgerald.  We  understand  also  that  it  works  very  satis- 

Mr.  BoHiJJR.  I  have  heard  no  dissatisfaction  at  all.  A  very  sig- 
nificant thing,  at  the  last  session  of  the  legislature  soine  very  promi- 
nent farmer  organizations  appealed  to  me  to  take  the  initiative  of 
having  that  exemption  of  the  farmers  removed.    At  that  thne  we  did 

not  feel  like  courting  anything  like  that,  but  I  really  think  it  is  a 
matter  worthy  of  a  great  deal  of  consideration  to  determine  whether 
anything  is  gained  bv  a  monopolistic  fund.  Under  the  conditions 
existing  in  this  city  there  is  no  vested  right  in  writing  insurance  in  a 
field  which  has  not  created  any  demand,  and  there  is  something  which 
appealed  to  all  of  us,  that  there  should  be  an  opening  for  individual 
mitiative,  because  unless  there  is  something  really  to  be  gained, 
unless  there  is  a  field  for  profitable  enterprise,  there  is  no  opening  for 
persons  who  desire  to  utilize  their  brains  and  popularity,  which  is 
verv  largely  the  case  in  the  insurance  business. 

Mr.  F.  R.  Jones.  With  regard  to  this  matter  of  premiums.  I 
am  advised  that  the  emplovei's'  Uability  premiums  in  the  District 
of  Cohimbia  are  under  SI 50,000. 

Mr.  BoiiLER.  The  total  amount  ? 

Mr.  F.  R.  Jones.  Yes,  sir. 

Mr.  BoHLER.  That  would  not  include,  however,  the  raih-oad 
activities,  and  I  doubt  very  much  whether  they  would  be  brought 

under  this,  because  they  are  well  satisfied. 

Mr.  Fitzgerald.  You  heard  Mr.  Kelly  speak  this  mormng  ? 

Mr.  BoHLER.  I  would  tliink  that  he  speaks  for  his  people. 

Mr.  Kelly.  The  railroad  organizations  absolutely  are  for  this. 

Mr.  BoHLEN.  Our  experience  in  Pennsylvania  has  been  that 
wherever  the  railroads  are  willing  to  adjust  the  basis  of  the  work- 
men's compensation  and  the  Pennsylvania  Railroad  is,  the  railroad 
employees  have  been  very  glad  to  make  those  adjustments,  both 
in  case  of  injury  and  deafii.  We  have  passed  mformally  upon 
thousands  of  claims  between  the  Pennsylvania  Railroad  and  their 
employees  and  have  adjusted  them  under  the  compensation  act. 

Mr.'UNDERHiLL.  I  would  like  to  ask  a  general  question.  I  should 
Uke  to  ask  how  many  here  are  opposed  to  a  compulsory  workingmen's 
compensation  act.  If  there  are  any  present,  I  wish  they  would 
raise  thek  hands.  [After  a  pause.]  There  is  no  one  here  who 
opposes  a  compulsory  compensation  act. 

fc.  Fitzgerald.  I  should  like  to  ask  further  whether  there  is 
anyone  here  who  knows  of  any  interest  or  any  person,  employee, 
employer,  or  otherwise  who  opposes  it.  [After  a  pause.l  We  will 
take  it  then  that  the  need  of  a  compulsory  workmen's  compensatioa 
act  is  universally  recommended  for  the  District  of  Columbia. 

We  had  hoped  to  have  one  more  hearing.  There  are  several 
persons  whom  the  committee  would  like  to  hear  from,  if  it  can  be 
so  arranged,  among  others  an  expert  from  Massachusetts  who  may 
be  here,  and  possibly  one  from  New  Jersey,  Mrs.  Ransome,  Mr.  Edgar 
Wiiace,  representing  the  Federation  of  Labor,  Mr.  Hoage,  and 
Mr.  Keegan,  if  they  care  to  be  heard. 

Is  there  any  other  source  of  information  available  to  the  fsommittee 
that  has  not  been  touched  upon  ? 

Mr.  Fisher.  I  have  heard  reference  several  tunes  to  the  fact  that 
this  law  is  based  upon  the  law  of  North  Dakota.    A  commission  from 
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the  State  of  North  Dakota  visited  our  office  with  a  vle^^  to  ^  ^Pt^'^f 
the  svstem  of  administration  as  used  m  Pennsvlvania.  They  ^^eni 
over  the  Tystem  and  they  decided  to  take  hact  with  them  the  ad- 

"^Sr^^t^cTrtr:^^^^^^  I  xnay.  You  will  recaU  the 
specific  objections  that  were  made  by  me  l^t  week  and  m  connec- 
tion with  that  I  thought  it  might  be  helpful  to  the  committee  to 
present  a  bill  which  would  overcome  that  objection. 

Mr  FiTZOBSRALD.  The  committee  will  appreciate  that  veiy  mucii. 

Mr!  Proctor.  In  that  connection  and  m  getting  the  data  upon 
wl^hlo  do  that,  I  find  that  in  the  Sixty-fifth  Con,^ess  Ml^  Ci^s.^^^^ 
of  the  District  Committee,  presented  a  bill  H  ^  •  l^fj^"^^-?  .f/^^ 
seems  to  follow  the  conservative  and  safe  bills  of  the  othei  btatcb, 
probably  based  upon  the  New  York  and  Maryland  laws  in  substance 
&f  courL  as  to  the  scope  of  the  employees  and  benefits  I  have  not 
aiteTpted  to  go  into  that;  but  I  have  found  that  it  does  carefuUy 
provisLns  which  meet  all  the  specific  objections  made  by 

"lir  SrLP.^That^'H.  R.  122S4  of  the  Sixty-fifth  Congress . 

Mr  Proctor.  Yes,  sir.  May  it  please  the  chairman,  I  have  gone 
ov^it  and  made  certain  suggested  amendnaents  of  a  minor  nature 
and  certain  observations,  tlfinking  it  would  be  of  mterest  to  the 
committee.    Mav  I  file  this  copy  ? 

Mr  Fitzgerald.  We  shall  be  glad  to  have  it.  . 

On  behalf  of  the  committee  and  on  behalf  of  the  Amencan  Nation 
we  want  to  thank  especially  the  gentlemen  ^'^^^  ^^.^^^f ^f^^J  ""^^l 
here  at  the  expense  of  either  themselves  or  their  States  and  have 
bSn  so  kindly  clisposed  to  give  the  results  th^^^^  ^-^P"^J,"^,^,^"^ 
knowledge.  1  refer  to  Mr.  Fisher,  Mr.  Bolder,  Gov.  Hart,  Mr.  KelU  , 
and  toTnumber  of  genUemen  who  are  here  who  have  not  yet  been 
called  upon,  Mr.  WaUace,  and  others  TK»^Wa^ 

(Thereupmi,  the  subcommittee  adjourned  to  meet  on  Thursday, 

May  26,  1921.) 


Subcommittee  of  Committee 
ON  the  District  of  Columbia, 

House  of  Representatives, 

Thursday,  May  26,  1921. 

The  subcommittee  this  day  met,  Hon.  Roy  G.  Fitzgerald  presiding^ 
Mr  Fitzgerald.  The  committee  will  be  m  order,  and  we  would 
hke  to  hear  first  from  Mr.  Kennard,  of  Massachusetts.    You  are  a 
member  of  the  Industrial  Board  of  the  State  of  Massachusetts  I 

STATEMBHT  OF  HE.  WILLIAM  W.  KENNAED. 

Mr  Kennard.  It  happens  that  I  am  chairman  of  the  Massachusetts 
Industrial  Accident  Board,  but  I  hope  committee  wi  appreciaie 
that  in  appearing  here  this  mormng  I  speak  personaUy,  without 
warrant  from  my  commission  and  without,  of  course,  any  warrant 
from  the  pubUc  authorities  of  Massachusetts  to  be  here,  inciden- 
tally, I  will  say  that  I  am  only  here  because  it  happened  that  1  w^ 
in  Washington  on  other  business  and  was  asked  if  I  would  come 
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before  the  committee  and  state  something  about  the  compensation 
law  as  it  is  administered  in  Massachusetts. 

I  have  had  the  experience  which  has  come  through  four  years' 
service  as  chairman  of  that  board,  prior  to  which  I  was  chairman  of 
the  house  committee  on  judiciary  of  the  Massachusetts  Legislature 
for  three  years,  and  before  that  committee  came  all  the  bills  having 
to  do  with  workmen's  compensation,  numbering  anywhere  from 
40  to  50  each  year,  and  upon  each  of  which  a  hearing  was  given  before 
our  committee.  During  one  of  the  summer  recesses  I  also  served  as 
chairman  of  the  legislative  committee  which  investigated  the  subject 
of  compensation  insurance.  We  made  a  written  report  to  the 
legislature  of.  what  our  conclusions  were.  I  speak  of  that  because 
of  the  beanng  it  may  have  upon  the  experience  I  have  had  in  making 
the  observations  wMch  I  shall  make  in  the  course  of  the  few  minutes 
tiiat  I  address  the  committee.  As  I  said  before,  I  am  speaking  purely 
personally,  but  with  such  personal  information  as  the  experience 
I  have  outlined  gives  me. 

Our  Massachusetts  method  of  conducting  compensation  insurance 
while  not  unicjue  is,  I  think,  followed  by  but  two  or  three  of  the 
States  of  the  Union.  T"''nder  the  Massachusetts  law  the  business  is 
done  entirely  by  the  insurance  companies.  We  do  not  have  a  State 
fund  and  we  do  not  permit  self-insurance.  All  the  business  is  done 
by  insurance  compames.  There  have  been  various  efforts  made  from 
time  to  time  to  supplement  that  method  by  the  creation  of  a  State 
fund,  by  the  permission  of  self-insurance,  etc.,  but  since  the  act  was 
established  in  1912  those  efforts  have  never  resulted  in  changing  the 
law. 

In  the  first  instance  our  law  provided  that  the  business  should  be 
done  by  what  Avas  known  as  a  State  mutual  company,  and  that  was 
to  be  the  exclusive  carrier  of  compensati'?]!  insurance.  It  was  a 
company  in  which  all  who  adopted  the  provisions  of  the  act — 
because  our  act  is  elective — should  join  and  become  subscribers  in 
one  company.  That  company  was  to  be  controlled  and  its  affairs 
managea  by  a  board  of  directors  appointed  by  the  governor  and,  to 
a  certain  extent,  it  was  to  be  imder  State  supervision.  It  was  not  a 
State  fund  except  in  so  far  as  the  State  exercised  that  supervisory 
function,  which  was  represented  by  the  board  of  directors  and  by 
certain  provisions  made  applicable  to  that  company.  The  company 
started  in  to  do  business;  that  is,  it  was  formed,  but  I  do  not  think 
they  ever  did  business  as  such.  However,  it  is  sufficient  for  our 
purposes  here  to  say  that  they  ceased  to  exist  and  gave  up  whatever 
rights  they  had  acquired,  if  any,  under  that  company  and  becam© 
a  State  mutual  company,  orgsmized  imder  the  general  laws  of  Massar 
chusetts. 

That  company  changed  its  name  from  the  Massachusetts  Employ- 
ees '  Association  and  is  now  known  as  the  Liberty  Mutual  Insurance 
Co.,  which  is  doing  business  not  alone  in  Massacfiusetts  but  in  other 
States,  and  is  a  mutual  company.  The  act,  as  I  say,  provided  that 
when  it  went  through  the  lower  branch  of  our  legislature,  but  before 
it  was  enacted  into  law  an  amendment  was  made  which  provided 
that  insurance  companies  ^ould  also  be  permitted  to  write  business 
in  competition  with  the  90H3alled  State  company.  I  have  already 
indicated  that  the  State  company  never  really  functioned  as  such 
and  it  is  now  out  of  existence,  so  that  we  are  now  left  with  the  busir 
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ness  done  by  the  insurance  companies  and  without  competition  of 
any  kind  except  between  themselves.  As  a  matter  of  fact,  there  has 

been  very  keen  competition  in  Massachusetts,  I  think  it  is  fair  to  say, 
between  "the  stock  companies  and  the  mutual  companies,  and  many 
controversies  have  arisen  between  them  of  one  kind  and  another. 
We  have  no  supervision  with  reference  to  rates  except  that  the 
insurance  commissioner  shall  provide  that  the  rates  shall  be  adecju  te. 
As  a  matter  of  fact,  the  insurance  companies  all  make  the  same  rates, 
with  such  advantages  as  come  to  the  policyholders  in  the  mutual 
companies  by  reason  of  ihe  dividends  which  they  may  receive.  That 
system  has  worked  out,  I  think  it  is  fair  to  say,  very  satisfactorily 
in  Massachusetts. 

I  think  I  can  say  without  fear  of  denial,  although  it  is  a  personal 
deduction  of  my  own,  that  the  insurance  companies  in  Massachusetts 
have,  to  some  extent,  been  kept  in  line,  if  tliat  was  necessary,  by  the 
fact  that  there  was  hanging  over  them  the  possibility  of  additional 
competition  in  the  form  of  a  State  fund.  Self -insurance  docs  not 
trouble  the  stock  companies  but  worries  the  mutuals  a  good  deal. 
But  that  constant  and  ever  present  threat,  we  have  always  had  a 
feelmg,  served  as  a  very  helpful  factor  in  keeping  the  stock  companies 
and  the  mutuals  in  a  proper  frame  of  mind. 

With  reference  to  the  a(hninistration  of  compensation  insurance, 
I  have  had  no  experience  with  State  funds.  When  I  was  on  the 
special  commission,  of  which  I  spoke,  I  recall  that  we  went  to  Ohio, 
went  through  their  plant  and  talked  witli  them.  Mr.  Dufi'y.  of  Ohio, 
was  in  Massachusetts  last  year  and  tried  to  convince  our  legislature 
that  the  Ohio  plan  was  the  one  we  should  adopt,  but  as  far  as  any 
reaction  was  concerned,  as  indicated  by  the  vote  of  the  legislature, 
his  progress  along  that  line  was  slow.  We  feel  in  Massachusetts, 
naturally  enough — and  I  suppose  every  State  has  the  same  feeling — 
that  our  law,  while  not  perfect,  has  worked  very  well.  There  have 
been  no  expressions  of  dissatisfaction  with  it  as  such.  Of  course, 
there  are  isolated  cases  in  which  criticism  is  made,  but  upon  the  whole 
the  system  is,  I  think,  satisfactory  to  the  employees,  it  is  satisfactory 
to  the  employers,  and  the  public,  which  does  not  know  very  much 
about  it  any  way,  is  generally  satisfied  and  is  not  concernetl  until  some 
one  creates  a  disturbance  which  dissatisfies  them,  and  that  has  not 
occurred  in  Massachusetts. 

One  of  the  principal  things  which  I  see  in  my  actual  day-to-day 
work  as  chairman  of  the  commission  and  as  a  member  of  it  is  that 
our  svstem  leads  to  a  just  and  evenly  balanced  administration  of  the 
law.  "  Our  board  in  its  principal  functions  is  a  judicial  body.  Our 
principal  work  is  the  settling  of  controversies  which  arise  l)et^yeen 
employees  who  have  been  injured,  and  believe  that  they  are  entitled 
to  the  benefits  of  the  act,  and  the  insurance  carriers.  As  such  we  hear 
both  sides  of  the  case  and  we  attempt  to  reach  a  determination  which 
is  in  accordance  with  law  and  justice.  Of  course,  the  act  as  adminis- 
tered in  our  department— and  Mr.  Hookstadt,  who  is  here  in  Wash- 
ington, can  possibly  give  you  some  idea  of  whether  or  not  we  are 
accomplishing  that— in  the  State  of  Massachusetts  we  feel  that  we 
do,  under  our  administration  of  the  office,  bring  home  to  the  employee 
what  his  rights  are  and  that  we  have  the  machinery  there  which  in 
most  cases  accomplishes  the  result  of  getting  to  the  employee  what 
he  is  legally  entitled  to.    I  said  it  was  justly  and  evenly  admmistered. 
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I  anticipate  that  the  strength  of  any  law  depends  upon  the  justice 
with  which  it  is  administered.    I  am  one  of  those  who  beheve  that 
the  public  has  just  as  many  rights  in  seeing  that  a  workmen's  com- 
pensation law  is  properly  aimmistered  as  the  workmen,  no  more  and 
no  less.    Either  one  of  them  should  know  what  he  is  entitled  to  mider 
.  the  h\w,  and  if  the  law  is  not  correct  it  ought  to  be  -changed.  I 
naturally  do  not  claim  any  discovery  in  that  statement.    There  is  one 
thin^j;  we  feel  we  accomplish,  which  is  an  extremely  desirable  thing, 
perlmps  a  most  desirable  thing  under  any  compensation  act,  and  that 
is  speedy  settlement  of  claims.    We  have  a  waiting  period  of  10  davs 
&ce  I  have  been  on  the  board  I  do  not  recall  haying  had  called 
to  my  attention  &nj  case  in  which  there  was  a  clear  liability  and  an 
admitted  liability  m  which  the  insurance  company  has  not  taken 
speedy  action  on  that  claim.   There  ma-y  have  been  a  few  cases,  due 
to  some  mistakes  in  the  offices  of  the  msurance  companies,  where 
claims  have  not  been  taken  up  and  paid.    Under  our  law  the  first 
payment  comes  17  days  after  the  injury,  and  I  think  it  is  fair  to  say 
that  we  have  no  complaints  in  Massachusetts  about  delays  in  pay- 
ments foUowuig  the  injury,  unless  they  are  delays  in  accordance  with 
the  law.    That  is  a  feature  which  I  should  imagine  would  be  ex- 
tremely important.    You  never  realize  the  importance  of  a  thing 
imtil  it  is  absent,  and  it  not  having  been  absent  it  has  not  been 
brought  home  to  us,  and  I  suppose  that  would  be  a  feature  of  the 
Massachusetts  law  which  would  be  extremely  favorable  to  its  repu- 
tation.   We  have  comparatively  few  fraudulent  claims.  There, 
again,  the  presence  of  the  insurance  companies  tends  to  bring  that 
about.    The  insurance  companies  are  guarding  against  it;  they  are 
putting  out  theu-  money;  they  are  investigating  the  cases  very  care- 
fully; they  have  their  "offices  distributed  thi'oughout  the  State;  they 
have  then-  district  agents,  and  they  have  their  field  and  investigating 
force,  with  the  result  that  claims  are  checked  up  and  evidence  is 
easily  procured  as  to  the  justice  of  a  claim,  with  the  result  that  if  a 
matter  goes  to  a  controversial  point  the  commission  has  the  benefit 
of  two  sides  of  the  case ;  they  have  not  only  the  employee's  side  but 
they  have  the  insurer's  or  public  side,  because  the  standpoint  of  the 
insurer  and  the  public  is  just  the  same. 

In  my  experience  in  the  Massachusetts  Legislature  I  have  dis- 
covered that  the  matter  of  rates,  benefits,  and  all  that  sort  of  thmg 
is  of  very  little  moment  to  the  insurance  companies.  All  they  want 
to  know  is  what  the  benefits  are.  going  to  be,  and  you  may  trust  them 
to  make  their  premiums  accordingly.  So  when  we  speak  of  the 
insurance  companies  it  is  the  public,  because  they  are  paying  the 
premiums.  In  the  first  instance,  the  manufacturers  pay  the  we- 
miums,  but  I  suppose  the  manufacturers  may  be  trusted  to  pass  them 
along  to  the  public  in  proper  form.  Another  thing  that  results  from 
administration  bv  the  insurance  companies  in  Massachusetts,  as  I 
see  it  in  my  day-to-day  work — and  I  trust  I  will  not  be  accused  ot 
holding  a  brief  for  the  insurance  companies,  because  I  am  not  here 
for  that  purpose:  I  am  here  to  si)eak  in  justification  of  the  law  of  the 
State  from  which  I  come,  of  which  I  am  a  native,  and  of  whose  m- 
stitutions  I  am  very  proud— another  thing  which  I  find  m  my  day- 
to-day  work  is  brought  about  is  the  elasticity  of  settlmg  claims. 
We  have  conferences  between  representatives  of  the  msurers  and 
the  employees,  and  whether  or  not  a  man  is  entitled  to  compensation 
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is  a  matter  of  conaderable  doubt  and  whether  he  is  entitle(l  to  a 
further  extention  of  compensation  is  a  matter  of  considerable  doubt 
and  I  am  frank  to  say  that  I  see  cases  almost  every  day  m  which,  if 
I  were  a  State  commissioner  or  the  guardian  of  a  State  fund,  if  you 

please,  charged  w  ith  the  responsibility  of  seeing  that  money  properly 
disbursed— I  see  cases  day  after  day  in  which  I  would  not  feel  that  I 
•could  pay  out  the  State's  money,  but  in  which  cases  the  msurance 

•companies  pay.  i       i  4. 

They  do  that  for  reasons  which  I  will  not  attempt  to  analyze,  but 
iihe  fact  remains  that  they  do  it.  I  do  not  mean  to  say  that  they 
pay  claims  without  merit,  but  I  mean  to  say  that  m  clauns  where 
there  is  a  certain  amount  of  merit  but  a  doubtful  liabihty  or  a  doubt 
as  to  what  should  be  the  conclusion,  that  they  will  enter  into  an 
arrangement  of  a  compromise  character  which,  bemg  as  they  are 
under  the  guidance  and  sugcrestion  of  our  board,  is  pretty  apt  to  be 
beneficial  to  the  employees.  The  insurance  companies,  as  they 
have  operated  under  the  law  in  Massachusetts,  have  taken  action 
-which  has  been  very  satisfactory  about  that  sort  ol  thing,  lhat 
m&y  be  their  action  because  of  the  threat  which  hangs  over  their 
heads,  of  which  I  spoke  whm  I  first  started,  but  how  far  that  is  a 
factor  in  the  matter  I  do  not  know. 

Another  thing  which  is  brought  about  by  the  msurance  companies 
doino-  business  is  a  follow  up  of  the  cases.  As  I  said  before,  they 
have  a  lar«^e  number  of  field  workers  and  they  follow  up  the  cases; 
they  follow  tliem  up  not  only  from  the  standpoint  of  seeing  whether 
they  have  reached  the  end  of  their  rope  compensation  wise,  but  they 
-also  follow  them  up  to  see  whether  their  physical  condition  is  im- 
proving in  the  way  that  it  should.  ,   ,1  ,  1  ^ 

White  our  act  provides  that  medkial  attention  shall  be  given  but 
for  the  first  two  weeks,  the  insurance  companies  have  found  that  it 
is  for  their  financial  benefit  m  many  cases  to  pay  beyond  that;  m 
fact,  some  of  the  companies— and  practically  all  of  them  m  lioston— 
have  their  hospital  connections  and  some  of  them  even  have  young 
hospitals  in  their  own  headquarters  at  which  they  treat  employees. 
They  have  learned,  what  must  be. a  self-evident  fact,  that  the  sooner 
-a  man  gets  better  and  gets  back  to  work  the  sooner  they  cease  to 
pay  him  compensation.    The  insurance  companies  themselves  have 
worked  that  out.    Then  they  have  been  very  helpful  to  the  board 
-and  to  the  employees  in  procuring  work  for  men  who  have  been 
thrown  out  of  employment  and  who  may  not  be  able  to  go  back  to 
the  lob  from  which  they  came.    As  employment  agencies  they  have 
done  a  great  deal  for  the  employees.    In  that  connection  they  also 
do  a  work  which  is  hard  to  put  your  finger  on  but  ijjich  must  brmg 
back  some  dividends.    I  refer  to  safety  work     They  reqmre  of 
their  pohcvholders  a  certain  degree  of  care  in  the  attention  wtucn 
they  fflve  to  their  premises,  to  the  end  that  losses  shall  be  reduced 
to  a  mmimum,  and  they  have  safety  engineers  connected  with  their 
^companies  who  go  around  and  do  that  sort  of  work  and  do  it  in  a 
way  which,  I  think,  inures  to  the  benefit  of  everybody  concerned 
mcluding  themselves,  which  is  always  the  case.   I  do  not  know  ot 
any  of  the  insurance  companies  which  are  run  on  an  eleemosynary 
basis.    They  do  all  of  these  things  because,  in  some  way  or  other, 
they  believe  it  is  a  question  of  policy  or  a  question  of  financial  man- 
jigement  from  which  in  the  long  run  they  are  gomg  to  profit,  inat 
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is  not  necessarily  a  matter  of  criticism,  and  the  only  thing  I  am 
interested  in  is  as  to  what  effect  it  has  upon  the  adinimstration  of 
our  law  and  what  results  foUow  from  it. 

The  committee,  which  I  spoke  of  as  having  been  a  member  during^ 

the  recess,  brought  in  a  reconraiendation  that  the  insurance  com- 
panies, the  stock  companies  and  mutual  companies,  be  relieved 
from  doing  business  in  Massachusetts  further,  and  that  the  business 
be  done  by  a  single  mutual  company  along  the  lines  contemplated  by 
the  original  act,  except  that  instead  of  having  State  control  of  that 
mutual  company,  leave  the  control  in  the  hands  of  the  policyholders. 
I  speak  of  that  becai^e  of  the  opposition  which  was  created  to  it, 
ana  that  opposition  se^ed  to  center  itself  in  the  minds  of  the  em- 
ployers, of  whom  a  great  many  appeared  before  our  committee  after 
our"  report  was  filed,  around  the  fact  that  the  employers  were  very 
desirous  of  having  a  certainty  of  cost  about  their  insurance,  but  that, 
perhaps,  is  not  a  thing  that  I  should  say  now  because  it  is  not  within 
the  matters  that  I  have  to  speak  about  hero.  Under  our  act  the 
moment  an  employer  takes  out  a  policy  he  ceases  to  be  a  factor  in 
the  case;  although  the  insurance  company  may  thereafter  become 
defunct  there  is  no  hability  upon  his  part.  It  is  contrary  to  the  usual 
insurance  contract  in  that  respect,  in  that  the  employers  steps  out  of 
the  case  altogether.  . 

That  leads  to  this  result  in  any  event,  that  there  is  an  absence  of 
friction  ])etween  the  employer  and  the  employee  with  reference  to- 
accident  cases.  He  has  paid  his  premium  and  if  there  is  any  tend- 
ency whatever — and  there  is  a  slight  tendency  in  that  direction — 
it  is  for  the  employer  to  line  himself  up  with  the  employee  against 
tie  insurance  company.  Having  paid  his  premium  he  desires  that 
the  man  who  is  the  beneficiary  of  that  premium  shall  receive  what  is 
coming  to  him,  and  we  find,  generally  speaking,  that  the  employer 
wiU  be  found  upon  the  side  of  the  employee,  ma.  it  is  not  uncommon 
for  a  representative  of  the  employer  to  come  to  our  hearings  and  to 
our  conferences  in  order  to  see  that  the  employee  is  properly  dealt 
with  and  receives  what  he  should  receive.  Under  the  act  the  only 
competition  which  we  have  is  that  of  service  by  the  stock  companies 
and  the  mutual  companies.  There  is  a  difference  in  the  premiums 
between  the  stocks  and  the  mutuals  in  Massachusetts  which,  I  think, 
nets  the  subscriber  in  the  mutual  company  about  20  per  cent;  they 
get  back,  I  think,  30  per  cent  of  their  dividends,  but  in  the  first 
mstance  are  charged  10  per  cent  more  than  do  the  stock  companies, 
with  the  net  result  that  at  least  up  to  date  the  subscribers  m  the  mutual, 
companies  receive  a  net  premium  of  20  per  cent  less  than  those  who- 
go  into  stock  companies.  I  am  not  sure  of  that,  but  I  think  that  is- 
correct. 

:Mr.  Fitzgerald.  You  say  they  charge  10  per  cent  more « 
Mr.  Kennard.  Yes,  sir. 

Mr.  Fitzgerald.  And  then  they  get  back  20  per  cent  ? 
Mr.  Keknabd.  They  get  back  30  per  cent. 

Mr.  FmGBKALD.  So  they  are  20  per  cent  better  off  than  those  m 

the  stock  compani^  ? 
Mr.  Kennard.  Am  I  correct  in  that,  Mr.  Jones  1   Mr.  Jones  hm 

appeared  many  times  before  us,  so  that  I  know  him  quite  well. 

Mr.  F.  R.  Jones.  I  think  that  is  substantially  the  case. 
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Mr.  Kennabd.  Under  those  circumstances  you  might  expect  that 
everybody  would  insure  in  a  mutual  companj^,  a^  the  fact  that 
they  do  not  may  be  some  evidence  that  service  is  of  some  attraction 
to  them.  In  any  event,  that  has  always  been  the  cry  of  the  stock 
companies,  that  they  give  the  service,  and  they  have  manaired  to 
convince  a  very  large  portion  of  the  insuring  public  in  MassachTisetts, 
at  least,  that  that  is  so.  At  all  of  our  hearings  it  has  developed  that 
the  employers  want  that;  whether  they  ought  to  want  it  I  do  not 
know,  but  the  fact  remains  that  they  do  seem  to  want  it,  and  they  have 
insisted  very  strenuously  that  they  should  be  permitted  to  have  it. 
Of  course,  up  our  wav,  which  is  a  manufacturing  community,  the 
moment  you  say  anything  about  Government  control  to  them  they 
get  alanned,  to  say  the  least,  and  they  do  not  fancy  it. 

Our  board  has  but  one  function  to  perform.  We  are  not  mixed  up 
in  the  safety  work  and.  as  a  matter  of  fact,  we  do  not  have  the  safety 
work  to  look  after.  We  have  but  one  thing  to  do  and  that  is  to  see 
that  the  compensation  law  is  properly  administered. 

Mr.  Undbbuux.  But  the  accident  prevention  formerly  rested  in 
the  board. 

Mr.  Eennard.  Origmally  it  was  vested  in  the  board,  but  we  have 
a  department  of  labor  and  industries  up  there,  which  has  to  do  with 
all  labor  matters,  the  inspection  of  factories,  and  all  that  sort  of 
thing.  They  had  their  inspectors  out,  and  then  our  board  had  in- 
spectors out.  This  was  before  my  time  on  the  board,  so  that  I  can 
not  tell  you  the  entire  details  of  it.  But  the  mspectors  of  the  in(lus- 
trial  accident  board  would  go  around  and  then  the  mspectors  from 
some  other  division  would  go  around,  and  it  finally  got  so  that  the 
manufacturers  came  to  the  conclusion  that  they  were  running  their 
business  for  inspection  rather  than  anything  el^,  and  the  work  was 
then  merged  between  the  two  bodies,  between  the  board  of  labor 
and  industries  and  the  industrial  accident  board,  with  the  result 
that  neither  one  of  them  did  it  very  well.  Then  it  was  turned  over 
to  the  board  of  labor  and  industries  and  there  it  rests  now.  and  they 
are  doing  it  and,  I  believe,  doing  it  well.  But  so  far  as  we  are  con- 
cerned we  have  nothing  to  do  with  it,  and  our  work  is  solely  that  of 
admmistering  the  act.  We  have  a  very  strong  feeling  that'^that  is  a 
very  strong  feature  of  our  law  and  that  if  we  are  able  to  do  that  one 
thing  well  we  certainly  justify  our  existence. 

That  that  view  is  somewhat  acquiesced  in  by  the  legislature  is  per- 
haps shown  by  the  fact  that  when  the  constitutional  convention  of 
two  vears  ago  provided  that  some  120  commissions  in  Massachusetts 
should  be  reduced  to  not  over  20,  that  our  department  was  made  one 
of  those  that  survived,  and  we  were  the  only  department  that  was 
not  merged  or  otherwise  affected  by  the  reduction  in  the  number  of 
commissions  from  120  or  121,  as  I  recall  it,  to  20,  and  it  was  done  be- 
cause they  recognized  that  our  commission  had  a  particular  work  of 
its  own  to  perform ;  that  it  was  sui  gmeris,  and  that  it  should  be  left 
to  perform  that  class  of  work  alone. 

Our  board  has  six  m^bers  on  it,  and  under  the  statute  we  are  re- 
quu-ed  to  give  our  full  time  to  the  work.  The  members  of  the  board 
are  appointed,  one  each  year,  by  the  governor,  and  there  has  l)een 
no  change  in  the  personnel  of  the  board  for  the  last  four  years  with 
the  exception  of  one.  There  were  formerly  seven  members,"^  but  there 
are  now  six.    Upon  the  expiration  of  the  term  of  one  member  the 
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board  was  reduced  to  six,  but  there  has  been  no  change  m  the  per- 
sonnel. Three  erf  the  men  who  are  there,  whose  pohtics  were  not 
Republican,  have  since  the  Republican  administration  came  in  been 
reappointed  by  a  Republican  governor.    I  do  not  know  what  would! 

happen  if  the  Democrats  got  in,  but  the  fact  remains  that  that  is 
what  the  situation  is  now.  I  trust  the  chairman  will  not  take  the 
remark  about  the  Democrats  too  seriously. 

The  bill  which  you  have  before  you  is  unknown  to  me.  I  never  saw 
it  until  a  few  moments  ago  and  have  not  read  it  over.  Being  told 
that  you  were  interested  in  finding  some  form  of  compensation  act 
for  the  District  of  Columbia,  my  omy  purpose  here  has  been  to  show 
the  results  under  our  law  and  tell  you  now  much  we  thought  of  them, 
and  leave  you  to  draw  your  own  conclusions.  If  I  have  se^ed  to 
be  somewhat  partisan  in  some  of  my  statements,  it  is  only  because  of 
the  underlying  knowledge  on  which  I  appear  before  the  committee- 
and  not  because  of  any  desire  to  plead  the  cause  of  anybody.  As  I 
said  before,  I  have  no  criticism  to  make  of  any  other  form  of  doing 
business  because,  as  a  matter  of  fact,  I  have  not  the  familiarity  with 
any  other  form  of  business  which  would  permit  me  to  enter  into  any 
extensive  criticism  of  it,  although  I  can  see  certain  places  where  I 
think  our  act  and  our  method  of  doing  business  is  better  than  that  of 
some  others,  and  it  is  for  that  reason  that  I  have  stated  some  of  those 
things  which  have  occurred  to  me  as  being  an  advantage  undo*  our 
act. 

Our  industrial-accident  board — and  that  is  the  reason  I  am  m 
Wasiiington — appointed  me  on  the  executive  committee  of  the- 
International  Association  of  Industrial  Accident  Boards,  of  which 
practically  all  the  States  holding  industrial  insurance  are  members,, 
including  Canada.  At  the  convention  which  they  hold  each  year  I 
hear  the  troubles  which  other  commissions  and  borads  have  and  hear 
the  difficulties  which  they  meet  with  in  administering  their  laws,  and 
I  presume,  like  everybody  else  who  attends  the  convention,  I  ^o^ 
back  to  Massachusetts  feeling  that  we  have  about  the  best  there  is. 
after  all  and,  Mr.  Chairman,  that  is  about  where  I  stand. 

Mr.  UNDEiiiiU.L.  Perhaps  I  might  be  excused  if  I  quoted  several 

lin^: 

For  forms  of  government  let  fools  contest; 
Whate'er  is  best  admiaister'd  is  best. 

Mr.  Fitzgerald.  I  think  you  have  probably  enunciated  a  very- 
sound  doctrine. 

Mr.  Kennard.  If  there  are  any  questions,  I  will  be  very  glad  to 
do  the  best  I  can  to  answer  them.  I  do  not  know  that  there  is. 
anythii^  more  I  can  say  which  is  pertinent. 

Mr.  ifeERHiLL.  There  has  been  some  question  raised  in  our  hear- 
ings as  to  the  cost  to  the  insurer  as  between  the  State  control,  oi 
monopolistic  form  of  insurance,  and  the  stock  company  form  of  in- 
surance. It  has  been  contended  on  the  one  side  that  State  in- 
surance is  much  cheaper  to  the  insurer  because  of  the  various  features- 
which  enter  into  it,  and  then  the  companies  contend  that  they  have 
taxes  to  pay  and  otiier  things  in  addition  to  what  the  State  fund 
would  have"^to  pay,  which  justifies  them  in  charging  a  trifle  more. 
I  know  that  in  Massachusetts  there  is  another  condition  which  enters, 
into  the  cost  and  which,  perhaps,  you  might  explain  to  the  committee^ 
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Mr.  Kennard.  Well,  when  you  talk  about  the  comparative  cost 
of  State  fund  insurance  and  stock  company  insurance,  and  fdl  that 
sort  of  thing,  you  might  be  able  to  get  men  who  are  familiar  with  the 
problems  ca  Euclid  or  mathematical  prodigies  who  on  the  ouija 
board  might  possibly  be  able  to  figure  it  out  for  vou,  but  the  differ- 
ences between  the  difterent  States  are  such  that  it  is  extremelv  (hffi- 
cult  to  figure  that  problem.  I  have  often  wondered,  when  that  ques- 
tion came  up,  whether  those  athninistering  the  State  fund  put  as 
much  work  into  following  up  the  cases  as  the  insurance  companies  do. 
The  insurance  companies  follow  these  cases  very  closelv.  When  the 
time  comes  to  stop  compensation  and  the  matter  is  brought  to  the 
attention  of  the  board,  the  comp^osation  is  stopped,  as  it  should  be. 
Now,  one  fraudulent  claim  under  the  compensation  act  can  do  a  lot 
of  damage,  and  the  question  arises  whether  under  the  State  fund 
they  are  able  to  maintain  a  field  force,  whether  they  are  a])le  to 
maintain  an  investigating  force,  and  whether  they  are  able  to  and 
actually  do  keep  in  touch  with  claims  to  such  an  extent  that  thev  are 
able  to  stop  compensation  when  it  should  be  stopped,  all  of  which 
must  be  a  factor  in  tlie  expense.  If  the  State  funds  carried  the 
organization  for  that  sort  of  work  that  the  insurance  companies  do,  you 
would  immediately  find  them  upon  the  same  basis  of  cost  that  the 
insurance  companies  are,  because  I  do  not  beUeve  they  can  hire  men 
anv  cheaper  than  the  insurance  companies  can,  and  personally 
I  do  not  believe  they  can  do  business  as  efficiently  as  the  insurance 
companies  can. 

I  am  speaking  now  personally  because  I  do  not  belie\'e  in  Govern- 
ment control,  and  for  that  reason  I  do  not  believe  it  can  be  done. 
The  business  man  who  is  paying  tlie  premiums  in  the  first  instance 
would  rather  have  efficiency  at  a  little  cheaper  cost.  If  you  are 
goin^  out  to  buy  something  you  do  not  always  go  to  the  store  that 
sells  it  cheapest,  but  you  go  to  the  store  where  you  CB.n  buy  it  and  be 
sure  that  wnat  you  get  is  right,  or  that  if  it  is  not  right  it  is  going 
to  be  made  right.  Service  is  the  great  slogan  of  the  day.  I  think 
there  is  no  doubt  that  tlie  Slate  funds  do  it  cheaper:  1  presume  the\ 
must  do  it  cheaper,  because  all  the  figui'es  of  tlie  State  funds  show 
they  do.  and  nobody  has  ever  proved  tliey  do  not;  so  I  think  it  is  fair 
to  assume  tliat  they  do  it  cheaper,  but  that  it  is  done  as  much  cheaper 
as  would  appear  upon  the  face  of  it  is  a  matter  of  some  doubt  in 
my  mind.  Of  course,  the  expense  to  the  public  under  an  act  such 
as  ours  is  very  i^all.  It  cost  the  Commonwealth  of  Massachusetts 
to  run  our  department  last  year  2.2  per  cent;  the  cost  to  the  Com- 
monwealth of  Massachusetts  to  admmister  the  State  compensation 
act  was  2.2  per  cent  on  a  disbursement  of  over  .$(),()()(), 000.  That 
was  the  amount  paid  out  in  compensation  and  medical  bmelils. 
Now,  that  figure  is  of  not  the  shghtest  v;>lue  in  coni})arison  with  tlie 
State  funds'  figures,  because  the  State  funds  are  doing  the  work,  or 
are  supposed  to  be  doing  the  work,  that  the  insurance  companies 
are  doing  and  chargmg  for.  and  I  do  not  believe  there  is  anybody- 
living  that  can  tell  you  the  difference  in  expense  between  the  State 
funds  and  the  insurance  companies.  It  can  not  be  done  because 
there  are  too  many  factors  to  be  considered. 

Mr.  Underhtll.  Do  those  figures  of  Sfi.000.000  represent  the 
average  amount  of  benefits  distributed  in  Massachusetts  dui-ing  the 
last  five  or  six  years  ? 
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Mr.  Kenx  \Ki).  No ;  because  there  has  been  an  increase;  our  benefits 

hiive  been  increased.  We  started  in  with  a  maximum  of  $10;  that 
was  increased  to  §14,  and  we  are  now  paving  $16  as  the  maximum, 
and  we  are  paving  $4,000  to  dependents  when  death  results  because 
of  certain  specific  injuiies,  which  are  not  of  any  great  consequence 
in  answering  your  question.  There  has  been  a  gradual  mcretvse. 
Under  the  law  all  injuries  have  to  be  reported  to  our  board  regardless 
of  whether  the  people  are  insured  or  not.  We  had  last  year  reported 
in  to  our  board  over  190,000  injuries  in  Massachusetts,  and  that  is 
more  than  we  have  ever  had  before.  The  scale  of  wages,  as  evenr- 
body  knows,  has  been  higlicr,  and  the  increase  can  be  explained  by 
changes  in  the  law  and  economic  developments.  Of  course,  it  takes 
a  certain  length  of  time  for  such  a  law  to  become  known.  It  is 
generally  agreed  that  vou  can  ngure  on  five  years  as  bemg  the  time 
necessary  for  the  law' to  become  fairly  well  known  in  the  locality 

in  whicli  it  is  instituted. 

Mr.  Proctor.  Mr.  Kennard,  have  complamts  come  from  the 
emplovers  in  any  substantial  degree  ? 

Mr.  Kennard.  Absolutely  not. 

Mr.  Proctor.  Thev  are  satisfied  with  the  present  arrangement? 

Mr  Kenn\rd.  They  are  not  onlv  satisfied  but  they  have  shown  an 
inchnation  to  fight  for  it;  thev  wa:nt  it.  The  State  fund  movement 
m  our  State  is  a  lifeless  sort  of  thing.  Ordinai-dy  the  American  h  ed- 
eration  of  Labor  passes  a  resolution  at  its  annual  meeting  indorsing  a 
bill  for  a  State  fund;  thev  appear  on  it  and  then  they  disappear. 
Our  contest  is  between  State  fund  and  self  insurance,  and  I  think,  per- 
haps I  am  not  violating  any  confidence  when  I  say  that  it  has  worked 
out  as  a  legislative  proposition  that  one  has  balanced  the  other. 
Some  of  the  large  employers  want  self-msurance  and  a  lot  of  small 
emplovers  think  thev  waiit  it,  but  thev  really  do  not  want  it.  I  mean 
they  would  find  that  there  was  nothing  in  it  for  them,  because  n  your 
risk  is  not  big  enough  you  are  foolish  to  carry  it.  There  is  no  differ- 
ence between  compensation  insurance  and  any  other  insurance ;  you 
have  got  to  have  sufficient  capacity  to  warrant  you  m  carrying  the 
risk.  A  self-iDsurance  bill  went  so  far  as  to  reach  the  governor,  Gov. 
McCall.  and  he  sent  down  to  our  board  to  see  whether  we  had  any 
opinions  on  it.  We  sent  a  communication  to  the  governor  statmg 
that  the  industrial  accident  board,  so  far  as  its  viewpomt  was  con- 
cerned, was  opposed  to  self-insurance,  and  the  governor  vetoed  the 
bill.  There  is  more  of  a  fight  made  on  that  than  there  is  on  a  State 
fund 

The  laboring  people  of  Massachusetts  are  satisfied  with  the  admin- 
istration of  our  law.  There  is  absolutely  no  (question  about  that.  1 
could  cite  you  all  sorts  of  testimonials,  of  an  ofhcial  character,  showmg 
that  they  are  satisfied  with  the  administration  of  our  law,  as  it  is  at 
present  being  carried  on.  How  long  that  satisfaction  will  continue  no 
one  can  predict;  it  may  blow  up  next  week,  but  at  the  present  time, 
at  least  when  I  left  Boston,  they  were  satisfied,  and  I  do  not  anticipate 
that  mv  absence  will  cause  any  dissatisfaction. 

Mr  F.  K.  Jones.  The  laboring  people  have  actually  appeared  at 
hearings  and  expressed  themselves  as  satisfied  with  the  treatment 
they  received  from  the  insurance  companies,  as  I  recall  it. 

Mr.  Kennard.  I  do  not  think,  Mr.  Jones,  that  1  ought  to  represent 
the  Commonwealth  of  Massachusetts  9S  cheering  for  the  insurance 
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companies;  they  do  not;  but  they  do  say  that  the  law  is  l)eing  admin- 
istered properly,  and  I  want  to  say  that  I  think  they  express  their 
feelings  of  satisfaction  because  of  the  way  the  board  is  looking  after 
them  rather  than  the  way  tiiie  insurance  companies  are  looking  after 
them. 

Mr.  Proctor.  What  class  of  employees  does  your  law  cover  ? 

Mr.  Kennard.  All  except  domestic  servants,  seamen,  and  farm 

laborers. 

Mr.  Proctor.  Has  there  been  any  serious  demand  for  the  inclusion 
of  domestic  servants  ? 

Mr.  Kennard.  Oh,  no;  they  are  quite  out  of  the  whole  idea  of 
compensation  insurance.  As  I  see  it,  compensation  msurance  is 
based  upon  the  fundamental  proposition  that  industry  creates  a 
certam  number  of  injured  and  maimed  in  the  community,  and  that 
it  should  be  chained  against  industry  as  one  of  the  costs  of  industry, 
and,  of  course,  that  line  of  reasoning,  if  it  be  reasoning,  eliminates 
the  domestic  servant. 

Mr.  PiiocTOR.  The  domestic  servant  is  not  eliminated  in  the  present 
bill  ? 

Mr.  Kennard.  Well,  perhaps  I  have  said  something  I  should  not 
have  said.    As  I  said  before,  I  have  not  read  this  bill. 

Mr.  Proctor.  I  infer  that  your  act  does  not  include  office  clerks, 
people  in  clerical  positions* 

Mr.  Kennard.  Our  act  covers  all  employees,  and  an  employee  is 
a  person  who  has  a  contract  of  hire,  express  or  implied,  to  do  a 
certain  class  of  work.  I  mio-ht  sav  that  our  act  ehminates  the 
independent  contractor,  and  we  also  have  a  provision  whereby  an 
employee  of  an  independent  contractor  may  reco\'or  against  the 
main  contractor  if  the  independent  contractor  does  not  carry  insur- 
ancCj  the  purpose  of  that  being,  in  the  first  instance — and  it  has 
worked  out  that  way — to  escape  the  possibility  of  a  man  lettin;^  a 
contract  to  some  one  who  was  a  straw  man  and  thereby  evading 
the  compensation  act.    So  they  are  covered  by  that  provision. 

Mr.  UNDERmLL.  I  will  say,  Mr.  Proctor,  that  clerKs  are  covered. 

Mr.  Kennard.  I  think  Mr.  Proctor  understood  that  from  my 
answer. 

Mr.  Lea.  There  is  a  limitation  on  that,  though,  is  there  not?  A 
certain  number  has  to  be  employed. 

Mr.  Kennard.  No;  there  is  no  limitation  as  to  number.  You 
understand,  our  law  is  elective  and  not  compulsory. 

Mr.  Proctor.  Of  course,  the  advantage  of  elective  insurance  is 
that  it  relieves  the  einployer  of  civil  liabifity  in  court. 

Mr.  Kennard.  As  I  stated,  a  man  who  takes  out  insurance  has 
no  further  responsi])iUty ;  it  becomes,  from  the  standpoint  of  financial 
responsibility^  a  matter  of  utmost  indifference  to  him;  there  is  no 
further  liabifity  on  his  part  and  it  does  relieve  him. 

Mr.  Brashears-  Mr.  Kennard,  are  the  premiums  collected  by  the 
insurance  companies  on  this  class  of  business  in  your  State  subject 
to  State  taxation? 

Mr.  Kennard.  I  can  not  answer  that  question.  We  do  not  have 
a  thing  to  do  with  the  insurance  in  our  department,  and  that  is  one 
of  the  points  I  made,  that  we  have  nothing  to  do  but  attend  to  this 
one  thing. 


52453—21  6 


82     WOBKMAK^S  GOMP&^SATION  IN  TE£  DISTRICT  OF  COLUMBU. 


Mr.  Brashears.  I  thought  you  knew  something  about  it  outside 
of  that  thing,  whether  or  not  they  are  subject  to  taxation. 

Mr.  Kexxakd,  I  do  not  know,  but  almost  everything  now  is  sub- 
ject to  taxation,  and  ver}^  likely  they  are.  I  want  to  say  that  I 
appreciate  very  much  the  opportunity  of  appeaxiug  before  the 
committee. 

Mr.  Fitzgerald.  We  are  very  much  obliged  to  you  for  your  very 
clear  setting  out  of  the  advantages  of  the  Massachusetts  act. 

Mr.  Ke^^nabd.  If  it  will  be  of  any  service  to  you,  I  have  a  copy  of 
the  act. 

Mr.  Fitzgerald.  I  think  we  have  a  complete  digest  of  all  the  acts, 
but  M'c  will  be  very  glad  to  have  a  separate  copy. 

Mr.  Kenxard.  Let  me  call  your  attention  to  the  introduction, 
which  will  show  you  something  of  the  board^s  work  under  the  act 
which  I  have  not  touched  upon  at  all,  because  I  did  not  think  that 
was  any  part  of  the  hearing. 

Mr.  UNBEBmLL.  I  will  say  for  the  benefit  of  the  pr^  that  Mr» 
Kennard  has  remained  over  at  his  own  expense. 

Mr.  Bbasheabs.  Mr.  Kennard,  you  said  that  the  employer  in 
Massachusetts  was  relieved  of  liability  regardless  of  the  possible 
failure  of  insurance  companies.  Have  you  had  many  such  instances 
in  Massachusetts  and  with  what  results  ? 

IVfr.  Kexxard.  Two;  one  in  the  early  stages,  which  resulted  in  the 
employees  I'eceiving  a  fraction  or  a  percentage  of  their  claims,  but 
Massachusetts  now  has  a  law  whereby  any  insurance  company  which 
does  a  compensation  business  has  to  file  a  bond,  the  condition  of 
which  is  that  if  they  cease  doing  business  in  Massachusetts  for  any 
reason  that  that  bond  shall  cover  their  outstanding  liabilities,  and 
we  now  have  in  our  hands  a  considerable  amount  of  money  which  we 
are  paying  out  in  accordance  with  that  act  to  injured  employees,  and 
when  we  hnd  we  have  any  ahead  we  have  to  release  it  to  the  New  York 
insurance  department,  which  is  also  under  this  act,  and  I  guess  thay 
are  paying  it  out  over  there  when  they  get  it  from  us.  Those  are  the 
only  two  cages  and,  of  course,  in  the  second  case  the  employees  were 
entirely  and  amply  covered.  Of  course,  as  to  the  fund  which  re- 
mains in  our  hands  we  see  to  it  that  there  is  always  enough  money 
remaining  to  meet  any  possible  liability  which  exists  and  ^mch  may 
accrue. 

Mr.  Bkashears.  And  since  you  have  had  the  bond  system  you 
have  had  no  failures  that  have  caused  any  hardship? 
Mr.  Kexxakd.  No,  sir. 

Mr.  Proctor.  What  percentage  of  the  employers  have  elected  to 
come  under  the  act  ? 

Mr.  Kennakd.  We  figure  that  about  90  per  cent  of  the  employees 
are  covered. 

Mr.  Peoctob.  All  the  large  ones,  I  assume  ? 

Mr.  Kennabd.  No;  we  have  two  or  three  that  are  not.  The  New 
England  Telephone  Co.  does  not  take  out  any  insurance,  so  that  they 
are  subject  and  liable  to  suits  at  law  with  all  their  defenses  removed, 
but  the  last  time  I  knew  anything  about  them  they  had  never  been 
sued  at  law.  Of  course,  they  have  their  own  organization  for  paying 
benefits  and  medical  expenses,  and  those  benefits,  I  understand,  are 
somewhat  more  advantageous  to  their  employees  than  those  pro- 
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vided  by  the  compensation  act.    Through  some  way  or  otiier,  which 

is  not  quite  understandable  to  me,  they  have  escaped  suits  at  law. 

Mr.  UNDEumLL.  You  understand,  do  you  not.  that  m  Massa- 
chusetts a  man  who  does  not  subscribe  to  the  workman's  compensa- 
tion act  has  no  defense  whatever  at  law? 

Mr.  Kennard.  But  they  must  prove  negligence. 

Mr.  Fitzgerald.  Then  they  have  a  defense.  If  a  man  is  injured 
and  there  is  no  n^ig^ce  on  the  part  ot  the  employer  there  is  no 
right  of  recovery. 

Mr.  Kennard.  That  is  true,  and  negligence  must  be  shown  before 
there  can  be  a  recovery. 

Mr.  Pkoctor.  That  is  true  of  all  of  the  laws,  that  they  all  remove 
those  defenses. 

Mr.  Kexxakd.  I  am  not  competent  to  tell  you  what  all  the  com- 
pensation laws  provide.  We  have  a  great  deal  of  difficulty  in  inter- 
preting our  own  law,  and  that  difficulty  is  also  present  in  the  Supreme 
Court,  according  to  their  proceedings. 

Mr.  Kbisoan.  Did  I  understand  you  to  say  that  you  knew  of  two 
insurance  companies  that  failed  in  your  State  ? 

Mr.  Kennard.  The  New  England  Equitable  and  the  Casualty  Co. 
of  America,  so  far  as  I  know;  I  do  not  know  of  any  others. 

Mr.  Keegan.  I  just  wanted  to  ask  you  for  my  own  information 
and  for  the  information  of  the  committee,  if  they  are  interested, 
whether  in  your  experience  with  compensation  laws  you  ever  knew 
of  a  State  fund  to  fail  ? 

Mr.  Kennakd.  My  knowledge  of  State  funds  is  extremely  limited, 
but  I  have  heard  rumors  to  the  effect  that  the  Washington  one  went 
up  with  a  loud  bump,  but  whether  that  is  so  I  do  not  know. 

Mr,  Keegan.  To  the  best  of  your  information  you  do  not  know 
of  any  ? 

Mr.'  Kennap.d.  No,  sir;  I  told  you  I  did  not  know  anything  about 
the  State  funds  except  in  the  most  limited  way,  and  I  trust  I  have 
not  said  anything  here  in  criticism  of  State  funds  because  it  would 
ill  become  me  to  come  down  here  and  do  that. 

Mr.  HoAGE.  I  would  like  to  say,  for  your  information^  that  the 
Washington  fund  did  not  fail. 

Mr.  Kennabd.  The  gentleman  asked  me  and  I  said  what  I  had 
heard  rumored. 

Mr.  F.  R.  Jones.  Mr.  Hoage  does  not  state  that  quite  fairly,  because 
there  were  certain  groups  there  that  were  bankrupt  and  the  employees 
were  not  paid  for  six  years;  they  were  held  up  for  six  years. 

Mr.  Kennard.  I  can  not  conceive  of  a  State  fund  going  up,  because 
I  would  assume  that  a  State  fund  would  have  the  State  behind  it. 
I  can  not  see  any  possibility  of  its  being  repudiated,  because  it  is  an 
obligation  of  the  State  and  it  would  seem  to  me  that  the  credit  of  the 
State  would  be  behind  it.  I  can  not  conceive  of  a  l^islature,  where 
a  State  fund  has  been  depleted,  not  makmg  an  appropriation  to  make 
that  fund  good;  it  would  be  hard  for  me  to  conceive  of  a  situation 
like  that. 

Mr.  F.  R.  Jones.  In  West  Virginia  it  was  bankrupt  to  the  extent 
of  $675,000;  the  Ohio  fund  has  been  shown  to  have  been  actuarially 
insolvent,  and,  as  far  as  that  is  concerned,  the  New  York  fund  was 
very  dose  to  it. 
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Mr.  Kennard.  I  do  not  know  anything  about  the  fibres  you  name. 
Mr.  Fitzgerald.  You  understand  the  term    actuarially'''  ? 
Mr,  Kexnard.  I  know  what  it  says  in  the  dictionary,  but  I  do  not 
understand  it. 

Mr.  FiTZGERAij).  It  means  that  an  insurance  man  could  figure  out 
that  if  they  are  called  upon  to  moet  all  liabilities  that  theoretically 
they  might  not  be  able  to  meet  them,  but  that  has  never  practically 
happened. 

Mr.  F.  R.  Jones.  That  is  a  fair  statement,  because  if  they  had  been 
called  on  to  meet  all  of  their  liabilities  they  would  have  been  bank- 
rupt and  had  to  close.  They  would  have  to  close  up  an  insurance 
company  if  that  were  found  to  be  the  condition. 

Mr.  Fitzgerald.  But  they  never  happened  to  find  that  condition. 
If  Mr.  Edgar  Wallace  is  here  we  will  now  be  glad  to  have  him  make 
any  statement  he  desires  to  present  to  the  committee. 

STATEXEVT  OF  MB.  EDGAB  WALLACE. 

^  Mr.  Wallace.  Mr.  Chairman,  I  represent  the  American  Federn 
tion  of  Labor.  The  way  the  American  Federation  of  Labor,  or  any 
of  its  affiliated  organizations,  reaches  a  conclusion  is  when  the  men 
who  form  that  organization  get  together  and,  by  resolution  intro- 
duced and  adopted,  state  a  policy.  The  only  way  that  the  workers 
can  give  expression  to  their  ideas  is  when  they  get  together,  initiate 
an  idea,  propose  an  idea,  and  the  majority  of  them  adopt  that  idea. 

I  was  present  at  the  last  meeting  of  this  committee.  At  that  time 
the  chairman  asked  if  there  was  any  one  present  in  the  room  who 
opposed  a  compulsory  workmen's  compensalion  law.  No  one  placed 
himself  in  o})p()sition  to  that  proposition.  It  was  evident  that  all 
present  in  this  room  at  that  time  favored  a  compulsory  workmen's 
compensation  law. 

My  understanding  of  the  situation,  as  it  presents  itself  to-day,  is 
that  there  is  no  opposition  to  the  enactment  of  a  compulsory  work- 
men's compensation  law,  so  I  shall  not  present  any  argument  m  ifavor 
of  such  a  law,  but  there  appear  to  be  differences  of  opinion  as  to 
whether  the  compensation  should  be  insured  solelv  by  the  State  or 
whether  employers  shall  be  permitted  to  insure  their  liabilities  in 
private  companies,  or  if  some  one  financially  responsible  would  be 
permitted  to  guarantee  the  payment  of  compensation  to  injured 
employees.  To  this  matter  I  want  to  offer  a  few  arguments  in  favor 
of  exclusive  Government  insurance.  Tne  insurance  companies  are 
in  the  business  for  the  profit  of  the  stockholders  in  their  companies. 
The  profits  consist  of  the  difference  between  that  which  they  pay  out 
for  liabilities  and  the  money  they  take  in  as  premiums. 

Hie  insurance  companies  may  not  undertake  to  run  the  business 
of  those  who  are  injured  in  their  company,  but  they  will  naturally 
ofi^er  inducements  in  the  shape  of  cheaper"^pi*emiums  to  those  whose 
business  affords  the  least  liabihties.  This  will  be  good  in  one  way, 
inasmuch  as  it  will  make  for  better  safeguards  in  the  plants  they 
insure.  But  such  safeguards  could  also  be  secured  in  the  case  of 
Government  insurance.  The  insurance  companies  Would  consider 
only  the  risks  run  by  their  companies  for  liabilities  while  the  Govern- 
ment  would  have  a  broader  idea  of  the  welfare  of  the  country  in  a 
general  way.   For  instance,  I  want  to  say  that  some  of  the  arguments 
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I  am  about  to  offer  were  lightly  touched  on  by  Mr.  Bohler,  of  the 
Pennsylvania  Industrial  Commission, 

In  my  opinion  compensation  for  injury  is  closely  allied  with  the 

rehabilitation  of  workers  injured  in  industry.  An  insurance  com- 
pany, thinking  only  of  the  percentage  of  risk  incurred,  would  place 
a  premium  upon  the  employment  only  of  men  who  are  in  possession 
of  their  full  vigor.  They  would  place  a  penalty  upon  the  employ- 
ment of  men  who  had  been  injured  in  industry  or  in  war.  Employers 
and  business  men,  looking  after  the  lighter  premium,  would  be 
induced  to  employ  only  men  who  met  the  re<)uirements  of  the  insur- 
ance companies.  On  the  other  hand,  State  insurance  would  be  part 
of  the  functions  of  the  Government  and  the  Government  would  take 
into  consideration  the  benefit  that  would  accrue  to  the  Nation  by  the 
reha])ilitation  of  men  who  had  been  injured  in  the  industries  of  the 
country.  The  broader  benefit  to  the  country  at  large  would  be  con- 
sidered and  men  injured  in  industry,  or  who  had  been  injured  in  war, 
could  be  employed  and  would  be  employed  without  incurring  any 
penalties  in  the  way  of  enhanced  premiums.    The  insurance  com- 

Eanies  would  consider  only  the  risks  incurred  when  insuring  the 
abilities  of  employers. 

The  compensation  law  now  proposed  for  the  District  of  Columbia 
takes  into  consideration  the  families  of  men  who  might  be  killed  in 
industry  and  defines  compensation  for  such  families.  An  insurance 
company^  considering  only  the  value  of  the  premium  as  compared  to 
the  risk,  would  ask  lighter  premiums  in  plants  or  industries  where  the 
workmen  employed  had  no  dependent  relatives.  The  result  would 
be  to  discourage  ttie  employment  of  married  men,  men  with  depend- 
ent relatives,  and  would  work  to  the  detriment  of  the  country  as  a 
whole,  and  it  woidd  make  for  the  waste  of  the  human  resources  of 
our  countrv.  The  State  or  the  Government,  recognizing  the  value 
of  the  family,  would  include  that  risk  in  the  broad  application  of  the 
compensation  tax  upon  employers. 

Another  argument  I  have  to  offer  is  one  based  upon  experience. 
In  Indiana  the  workmen's  compensation  law  permits  insurance  by 

{)rivate  liabihty  companies.  The  result  is  that  the  erstwiiile  ambu- 
auce-chasing  lawyer  nas  been  converted  into  the  claims  agent  of  the 
insurance  company.  Wlien  a  man  is  injured  in  industry  these  claims 
agents  are  at  his  cot  in  the  hospital  almost  as  soon  as  ne  gets  f^ere. 
They  seek  to  get  from  him,  in  consideration  of  certain  moneys  they 
offer,  an  agreement  or  '^a  statement  of  facts  which  takes  the  place 
of  the  old  liability  settlement  that  was  common  before  the  enactment 
of  any  workmen's  compensation  law. 

If  the  injured  worker  in  that  State  refuses  a  settlement  with  the 
claims  agent,  the  insurance  companies  have  a  corps  of  able  lawyers 
who  will  fight  the  claims  of  the  workers  for  compensation  through 
the  courts  set  up  for  the  administration  of  the  compensation  law  m 
that  State.  Against  these  claims  lawyers  the  individual  worker  has 
but  venr  little  chance.  We  found  that  they  had  to  employ  lawyers, 
if  they  had  the  means  financially,  to  compete  with  the  very  able  men 
whom  the  companies  had  hired.  The  organized  workers  of  the  State 
have  been  forced  to  install  legal  departments,  the  duty  of  wliich  is 
to  present  t!ie  claims  of  injured  workers  in  the  compensation  courts. 
We  find,  through  the  l^al  department  of  the  organized  miners,  that 
we  have  been  aole  to  secure  possibly  twice  as  much  of  the  compensa- 
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tion  that  was  actually  due  the  injured  worker  than  they  could  have 
secured  for  themselves,  and  also  we  have  guarded  our  fellow  workers 
from  exorbitant  charges  which  had  been  made  by  lawyers  that  they 

themselves  would  employ.  Again,  we  have  been  able  to  furnish  our 
people  lawyers  trained  in  compensation  cases.  Now,  if  the  organ- 
ized workers  were  forced,  for  the  protection  of  the  members  of  their 
organization,  to  secure  adequate  legal  help,  what  then  is  the  status 
of  the  unorganized  workers?  The  unorganized  workers,  Mr.  Chair- 
man,  either  had  to  come  in  themselves  against  a  corps  of  trained 
lawyers  permanently  hired  by  these  insurance  companies,  or  else 
they  would  be  put  to  the  expense  of  employing  lawyers.  To  my 
knowledge  that  compensation  law  has  been  nullified  by  a  corps  of 
expert  claim  agents  employed  by  the  insurance  companies  and  by 
the  maciiinations  of  the  very  competent  lawyers  that  the  insurance 
companies  employ  to  save  the  payments  that  the  insurance  companies 
have  agreed  to  assume. 

Mr.  F.  R.  JoN£s*  May  I  ask  Mr.  Wallace  what  State  he  is  speaking 
about  ? 

Mr.  Wauace.  I  was  talking  about  Indiana,  where  I  had  personal 
experience  until  the  last  three  years. 
Mr.  F.  R.  Jones.  Do  you  have  a  commission  in  Indiana  ? 
Mr.  Waulace.  There  is  an  insurance  commission  in  Indiana- 
Mr.  F.  R.Jones.  The  commission  passes  on  all  these  claims? 
Mr.  Wallace.  Yes;  but  before   that  commission  must  appear 
the  men  who  have  been  injured^  either  personally  or  by  a  represen- 
tative, and  the  insurance  companies  have  their  corps  of  lawyers, 
claim  agents,  and  witnesses. 

Mr.  F.  R.  JoxES.  Does  not  the  injured  employee  have  his  rights 
protected  by  the  commission  ? 

Mr.  Wallace.  We  foimd  that  by  having  a  l^al  department  in 
certain  of  the  organizations  they  were  able  to  get  ever  so  much 
more  or  nearer  the  amount  it  was  intended  they  should  receive. 
We  adopted  this  legal  department  because  of  our  experience  and 
because  of  the  fact  that  many  of  our  people  were  mulcted  out  of 
that  which  was  really  due  them. 

Mr.  F.  R.  Jones.  The  charge  you  make,  then,  is  directed  against  the 
commission  ? 

Mr,  Wallace.  It  is  not  directed  against  the  commission,  because 
the  commission  is  susceptible  to  the  influence  of  the  arguments 
that  are  offered.  I  do  not  mean  to  say  that  they  themselves  are 
dishonest,  but  I  mean  that  the  ability  of  a  workingman  to  present 

his  case  as  against  the  ability  of  trained  men  is  not  even;  that  the 
claims  lawyer  is  better  capable  of  presenting  the  case  for  the  insur- 
ance company  than  is  the  injured  wwkman.  and  failing  to  present 
the  case  himself  he  has  to  go  to  the  expense  of  hiring  a  lawyer  and 
hence  he  is  in  ahnost  the  same  condition  lie  was  before  any  work- 
men's compensation  law  was  passed;  he  has  to  win  his  case  before 
that  court  either  by  the  ability  of  himself  or  his  representative. 

Mr.  FrrzGERAU).  Mr.  Wallace,  you  have  said  that  in  insurance  by 
insurance  companies  there  would  be  a  tendency  to  discourage  the 
employment  of  those  who  have  dependents  because  the  risk  would  be 
so  much  greater;  that  the  insurance  companies  would  possibly  offer 
lower  premiums  and  that  would  influence  the  employers  never  to 
employ  anybody,  if  they  could  help  it,  who  had  dependents,  that 


WOBKMAlf's  COMPENSATION  IN  TUE  DISIBICT  OF  COLUMBIA.  87 


is  to  say,  they  would  favor  the  unmarried  man,  tlie  harum-scarum 
fdlow,  the  person  who  had  no  relatives,  and  where  there  would  be 
no  liability  on  the  insurance  feature.  What  I  was  going  to  ask 
you  was  whether  or  not  you  had  ever  had  any  practical  examples  of 

that,  whether  you  knew  of  any  place  where  such  a  thinof  had  oc- 
curred or  whether  it  has  not  yet  had  an  oportunity  to  occur  on 
account  of  such  a  law  not  being  enforced,  where  there  is  an  insur- 
ance feature  t 

Mr.  Wallace.  If  an  employer  would  hire  this  man  and  would  refuse 
to  hire  that  man,  it  would  be  very  difficult  to  get  from  him  a  statement 
of  the  fact  that  he  hired  this  man  because  

Mr.  FmoESALD  (interposing).  I  agree  with  you,  and  I  agree  with 
your  proposition,  beeause  if  I  were  going  to  employ  a  person  to  work 
for  me  and  had  a  choice  between  two  men,  one  of  whom  I  knew  to 
have  a  wife  and  12  children  and  a  dependent  father  or  mother,  and 
a  young  man  who  had  no  father  or  mother  living  or  a  wife  and  chil- 
dren, I  certainly  would  employ  the  young  man,  as  a  matter  of  cold 
calculation.  Your  proposition  is  sound,  but  I  wanted  to  know 
whether  it  had  ever  w^orked  out. 

Mr,  Undebhill.  Right  there  I  would  like  to  ask  some  of  these 
insurance  representatives  whether  they  make  a  diffw^ce  of  that 
kind. 

Mr.  F.  R.  Jones.  None  whatevw,  and  none  has  ever  been  made. 

Mr.  Fttzgerald.  I  did  not  know  whether  there  had  ever  been  any 
opportunity  for  it.  I  can  easily  understand  that  it  would  be  to  their 
advantage  to  employ  an  unmarried  man,  because  I  do  not  understand 
that  you  have  any  insurance  f eatuie  in  Massachusetts  for  the  depend- 
^ts. 

Mr,  Underhill.  You  are  mistaken,  because  dependents  are  paid 
over  a  period  of  years,  and  I  think  there  is  a  death  benefit,  too. 

Mr.  Pboctob.  There  is  a  death  b^efit  amounting  to  $4,000. 

Mr.  Undebhill.  $4,000  is  paid  in  case  of  death. 

Mr.  F.  R.  Jones.  I  think  I  can  throw  a  little  light  on  that,  if  you 
will  allow  me. 

Mr.  Fitzgerald.  I  have  asked  for  one  definite  example  of  a  work- 
ing out  of  that  suggestion,  and  that  is  all  I  want. 

Mr.  F.  R.  Jones.  There  is  no  such  case  in  connection  with  stock 
insurance,  but  I  can  cite  you  a  case  in  connection  with  self-insurance. 
I  do  not  like  to  mention  corporations  here,  because  that  is  getting 
too  specific,  but  I  can  cite  you  corporations  in  the  State  of  New  York 
that  are  self-insurers^  that  have  been  charged  with  doing  that  very 
thing,  and  that  is  one  of  the  arguments  that  the  labor  people  in  the 
State  of  Massachusetts  urge  against  self-insurance;  they  make  that 
charge  in  trjung  to  ward  it  off,  but  that  charge  has  never  been  made 
in  connection  with  stock  insurance  companies, 

Mr.  Fitzgerald.  There  was  a  complaint  against  self-insurance 
because  of  the  likelihood  of  the  nonreemployment  of  an  injuied 
workman. 

Mr.  F.  R,  Jones.  Yes. 

Mr.  FiTzoEEALD.  But  not  upon  the  raAtter  touched  upon  by  Mr. 
Wallace. 

Mr.  Wallace.  May  I  ask  Mr.  Jones  a  question  as  an  insurance 
Hi&n? 

Mr.  Fitzgerald.  Yes. 
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Mr.  Wallace.  Mr.  Jones,  if  I  were  to  take  out  a  stra^ht  insur- 
ance policy  would  you  give  me  a  lighter  premium  on  coadition  that 

I  named  no  beneficiary? 
Mr.  F.  R.  Jones.  No. 

Mr.  Wallace.  If  I  absolutely  had  no  beneficiary  to  whom  the 
money  would  be  paid  ? 

Mr.  F.  R.  Jones.  No;  they  do  not  ask  that  question  except  as 
they  have  in  mind  your  wish.  There  is  no  difference  in  life  insur- 
ance premiums  on  that  account. 

Mr.  Wallace.  But  if  there  is  no  one  to  whom  this  money  can  be 
paid  then  you  are  liable  to  nobody? 

Mr.  F.  11.  Jones.  We  would  be  liable  to  the  estate. 

Mr.  Fitzgerald.  Your  administrator. 

Mr.  Wallace.  Is  it  not  a  fact  that  all  compensation  laws  men- 
tion certain  close  relatives  ? 
Mr.  F.  R.  Jones.  As  dependents. 

Mr.  Waixace.  Hence  if  there  are  no  dependents,  no  close  rela- 
tives who  are  dependents,  there  is  no  nsk,  and  my  argument  is  that 
a  business  institution,  like  an  insurance  company,  would  be  bene- 
fited by  the  employment  of  men  who  leave  no  risks  behind. 

Mr.  "F.  R.  Jones.  I  can  explain  that  to  you.  The  insurance  rates 
are  based  on  the  whole  exposure  of  the  law  and  on  experience  over 
a  series  of  years  under  similar  laws  or  a  particular  law.  An  insur- 
ance company  takes  all  of  those  things  into  account  and  it  averages 
them  up.  The  rate  that  is  given  to  an  employer  is  based  upon 
that  experience.  The  insurance  companies  pay  no  attention  to 
dependents,  except  m  so  far  as  the  law  provides  for  dependents, 
and  no  matter  ^at  is  provided  as  to  dependents  the  rate  never 
changes,  the  insurance  companies  not  caring  how  many  dependents 
tli6rc  s-rc. 

Mr.  Wallace.  Is  it  not  a  fact  that  you  would  give  consideration 
to  a  plant  that  had  safety  appliances  ? 

Mr.  F.  R.  Jones.  Yes;  every  time.  . 

Mr.  Wamace.  And  you  would  do  that  because  as  a  busmess 
institution  you  know  safety  apphances  lower  the  risk. 

Mr.  F.  R.  Jones.  Yes;  and  they  save  lives  and  hmbs. 

Mr.  Wallace.  I  am  not  saying  this  because  I  consider  you  inhuman 
but  as  a  business  man  you  are  not  ccmsidering  the  safety  of  lives,  but 
you  are  considering  the  lessening  of  risks,  hence  if  a  man  has  no 
clependents— and  a  great  deal  of  this  insurance  goes  to  dependents— 
that  would  lower  the  risk  and  would  have  a  tendency  to  lower  the 
premiums  upon  a  particular  plant  that  employed  men  who  had  no 
risks. 

Mr.  F.  R.  Jones.  Not  m  specific  cases. 

Mr  Fitzgerald.  That  is  absolutely  sound  there  is  no  question 
about  that,  but  whether  it  has  ever  had  any  actual  workmg  out  is  the 

thing  I  am  trving  to  ascertain. 

Mr.  UxDEukiLL.  A  man  without  any  dependents  could  leave  Uiis 
$4,000  to  a  pet  dog,  if  he  wanted  to  do  so. 

Mr.  F.  R.  Jones.  Not  under  compensation  laws. 

Mr.  Underhill.  I  mean  under  regular  life  insurance. 

Mr.  F.  R.  Jones.  Oh,  yes.  .x.  .  .1  ^ 

Mr.  Bbashears.  You  said  a  moment  ago  that  the  (aoyernment 
would  have  an  advantage  over  insurance  compames  in  that  it  would 
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be  able  to  apportion  a  de<a«ase  in  rate  over  the  whole  industry 
instead  of  over  a  group — — 

Mr.  Wallace  (mterposing) .  I  did  not  say  that. 

Mr.  Bbashears.  I  am  talking  now  about  saf^uards.  You  said 
that  the  Government  would  have  an  advantage  over  the  companies 
in  safety  appliances  in  that  they  would  have  an  opportunity  to 
average  it  over  all  instead  of  a  few. 

Mr.  Wallace.  I  would  not  say  that  and  I  did  not  say  that.  It  is 
not  in  my  statement. 

Mr.  Bbashears.  You  said  something  to  that  effect. 

Mr.  Wallace.  I  said  that  the  Government  would  consider  the 
broad  effect  upon  the  company  in  the  rehabilitation  of  injured  men 
in  industry  and  would  not  penalize  a  plant  for  employing  men  who 
are  not  in  full  vigor.  Ibel  [ieve  the  (Sovemment  would  and  should 
give  consideration  to  a  plant  that  has  all  the  safety  appliances  and 
that  has  the  best  safeguards  for  its  employees. 

Mr.  Brashears.  Are  you  able  to  find  in  this  bill  before  us  any 
provision  which  provides  that  the  Government  shall  give  any  ad- 
vantage to  a  plant  because  of  safety  appliances  ? 

MrTw ALLACOB.  I  have  not  found  it  in  that  bill  but  I  think  it  should 
be  there. 

Mr.  Bbasheabs.  I  agree  with  you,  but  I  find  nothing  in  the  bUl 
which  provides  that  the  Government  shall  give  audi  a  plant  any 

advantage. 

Mr.  Wallace.  It  may  be  implied.    I  do  not  read  it  in  the  bill,  but 
I  think  it  should  be  there. 
Mr.  Brashears.  Do  you  think  that  a  thmg  like  that  ought  to  be 

Mt  to  implication  ? 

Mr.  Wallace.  No;  I  think  it  should  be  made  direct. 

Mr.  F.  R.  Jones.  I  think  it  is  generally  admitted  that  stock  and 
mutual  companies  do  more  for  accident  prevention  than  any  of  the 
State  funds  on  the  average  or  any  particular  State  fund. 

Mr.  Wallace.  I  have  no  proof  of  that. 

Mr.  F.  R.  Jones.  Well,  I  think  it  is  generally  admitted. 

Mr.  Fitzgerald.  I  think  not,  and  they  will  not  acluiit  that  in  Ohio, 
and  there,  even  without  any  insurance  at  all,  we  find  very  rospoiisible 
inspection  throughout  the  workshops  and  factories,  and  it  is  a  very 
senous  thing  for  any  shop  to  have  any  machinery  placed  in  a  danirer- 
ous  position  or  have  the  employees  work  in  places  that  are  at  all 
dangerous. 

Mr.  F.  R.  Jones.  But  that  is  not  done  under  the  State  fund  law, 
and  there  is  nothing  done  with  which  the  State  fund  has  any  thing 

to  do ;  it  is  done  under  the  Industrial  Act. 

Mr.  Brashears.  What  I  wanted  to  bring  out  was  the  relationship 
of  those  safety  appliances  to  the  premiums.  It  is  common  knowl- 
edge that  where  an  insurance  company  goes  into  a  plant  and  tin.ds  the 
employer  instalhng  certain  safety  devices  that  by  the  installation  of 
those  devices  he  may  find  it  to  his  benefit  by  the  cutting  down  of  his 

{premiums,  but  in  this  law,  as  I  read  it,  and  if  I  am  wrong,  I  would 
ike  to  be  corrected,  there  is  nothing  which  provided  that  the  Govern- 
ment shall  give  any  beneficial  rate  to  an  employer  for  the  installation 
of  safety  appliances. 
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Mr.  Fitzgerald.  That  is,  as  has  been  said,  loft  to  impUcation,  and 
I  think  it  is  in  the  minds  of  the  committoc  possibly  to  give  a  right  to 
beneficial  rating  or  preferred  rating,  if  that  is  necessary,  because  there 
is  a  provision  in  the  law  providing  for  the  inspection. 

Mr.  Brashears.  In  law,  there  is  no  application  of  that  to  rates, 
Mr.  FiTZGERAiJ>.  There  ought  to  be,  of  course,  and  we  possibly 
take  it  for  granted,  but  might  correct  that,  administered  properly  by 
a  proper  conamission,  as  we  already  hiave  and  may  have  from  time  to 
time. 

I  would  like  to  have  Mr.  Hoage  reached  this  morning  if  possible, 
and  I  liad  hoped  to  reach  Mr.  Hookstadt  and  All'.  Nolda  this  morning 
and  also  Dr.  Andrews. 

Mr.  Hookstadt,  would  you  take  the  matter  up? 

Mr.  Wallace.  May  I  make  one  more  statement.  In  the  conven- 
tions of  the  various  State  federations  of  labor,  resolutions  have  been 
brought  in,  have  been  discussed,  and  in  every  instance  it  has  been 
adopted  in  favor  of  State  insured  compensation  lawB,  I  think  that 
is  fairly  established. 

Mr.  UxDERiiiLL.  Alay  I  say  practically  all  other  accidents  ? 

Mr.  Wallace.  No,  sir. 

STATEMENT  OF  MR.  R.  T.  HOAGE,  CHIEF  STATISTICIAN, 
UNITED  STATES  EMFLOYEBS'  COHPENSATION  COIUIIS- 
SION. 

Mr.  HoAQE.  I  had  not  expected  to  enter  into  this.  Some  outside 
party  called  me. 

Mr.  Fitzgerald.  Would  you  rather  have  somebody  else  go  on  ? 

Mr.  Hoage.  I  have  not  anything  particularly  to  say,  any  more  than 
I  have  been  requested  to  su})mit  something  on  the  State  fund.  But  I 
did  not  want  to  get  into  an  argument. 

Mr.  Fitzgerald.  Very  well.  We  would  like  to  have  that  in 
writing  now,  or  a  little  later,  and  would  like  to  hear  Mr.  Nolda  at  the 
present  time. 

Mr.  Hoage.  There  is  one  question  I  would  like  to  ask  him,  and  I 
would  like  to  submit  a  statement.    He  said  the  State  of  Washington 

had  one  fund  which  did  not  pay  in  six  years.  If  you  will  tell  me  what 
the  fund  is,  I  will  submit  the  annual  statement  for  the  State  of 
Washinorton. 

Mr.  Jones.  The  Gunpowder? 

Ml'.  Hoage.  There  were  43  payments  held  up  because  of  the 
mountain  timber  case.  A  constitutional  question  arose,  and  they 
were  not  paying  the  premiums  until  that  was  decided  by  the  Supreme 
Court. 

Mr.  FrrzGEBALD.  It  would  not  make  any  difference  how  much 
money  they  had  ? 

Mr."  Hoage.  No.  They  withheld  the  premiums  until  the  consti- 
tutionality of  the  act  was  decided,  and  then  the  money  was  collected, 
and  I  have  the  statement  of  the  year,  showins;  the  deficiencv  in  the 
fund  because  of  the  lack  of  payment  of  premiums,  and  then  I  have 
the  statement  for  the  next  year  showing  the  fund  was  balanced. 

I  might  say  this  about  the  fund  being  solvent:  When  it  was 
declared  insolvent  by  the  special  inyesti^tion,  the  legislature  imme- 
diately rectified  two  or  three  things  written  in  the  act  because  of 
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those  conditions,  and  the  next  year  they  set  up  something  hke 
$150  000  to  make  up  the  deficiency,  and  this  last  year,  after  the 
actuarial  test,  thev  have  returned  now  to  the  fund  $250,000,  so 
that  fund  was  that  much  more  than  solvent  after  the  actuarial 

test* 

STATEMENT  OF  MB.  fi£N£Y  NOLDA— Besumed. 

Mr.  Nolda.  While  a  stock  company  may  be  all  right  for  any  of 
the  States,  I  claim  it  is  not  a  just  proposition  for  the  Distnct  of 
Columbia.  After  all,  Mr.  Chairman,  the  payment  of  that  msurance 
falls  on  the  consumer,  irrespective  of  who  dh-ectly  pays  the  insnrMice, 

it  is  added  as  overhead  expense  to  the  busmess,  and  the  consumer 
eventually  has  to  pay  it.    I  will  only  cite  your  State,  Mr.  Underhdl. 

Mr.  Undebhill.  I*  agree  with  vou  absolutely. 

Mr.  Nolda.  I  will  also  mention  a  great  shoe-manufaclurmg  State, 
which  manufactures  shoes  for  one-half  of  the  United  States.  That 
is  a  broad  proposition;  it  is  just  argument.  Those  shoes  are  spread 
broadcast  throughout  the  United  States,  and  every  individual  m 
the  United  States  who  is  purchaser  of  that  shoe  is  practically  paying 
that  compensation  that  the  proprietor  pays,  whereas,  m  the  Ihstrict 
of  Columbia,  we  have  no  manufacturers.  All  goods  sold  here  m  the 
District  are  consumed  by  the  citizens  of  the  District,  and  it  makes 
it  a  hardship  on  the  consumer  to  pay  a  tax,  which,  after  all,  is  nothing 
in  the  world  but  his  own  security  as  compensation  for  insuiance  ot 

that  kind.  ,  .     i    o         i-  u  • 

The  difference  in  cost  in  your  State  and  m  the  State  ol  your  chair- 
man there  in  insurance  is  $2,522,861.26,  according  to  the  figures  of 
the  Department  of  Labor.  I  want  to  ask  this  committee  m  all 
justice  in  behalf  of  the  workingman,  do  you  think  it  a  fair  proposi- 
tion to  put  that  extra  tax  on  the  citizens  of  the  District  ? 

Mr.  UxDERHiLL.  What  do  you  mean  to  say— that  there  is  over 
^2,000,000  paid  in  premiums  in  Massachusetts  and  in  Oliio  I 

Mr  Nolda.  Yes,  sir;  according  to  the  Department  of  Labor,  in 
Massachusetts  there  are  1,109,834  people  eligible  to  insurance;  in 
Ohio  there  are  1,008,713.  You  have  in  Massachusetts  1,321  more 
people  to  insure  than  you  have  in  Ohio.  The  cost  in  Massachusetts 
to  insure  those  1,109,834  people  is  $2,802,457.26 

Mr.  UxDERHiLL.  What  is  the  cost  of  premiums  ? 

Mr.  Nolda.  That  is  what  the  Department  of  Labor  gives. 

Mr.  Underhill.  Whv   .  i   -  • 

Ml'.  Nolda  (interposing).  Not  the  cost  of  the  premiums;  that  is 

the  cost  that  the  insurance  gets. 

Mr.  Underhill.  They  pay  out  over  S6, 000,000. 

Mr.  Nolda.  I  am  not  speaking  about  what  they  pay  out. 

Mr.  Undeehill.  But  they  oiSy  take  in  $2,000,000  and  pay  out 

$6,000,000   ,      .  ^  ,  ^ 

Mr.  Nolda  (interposing) .  That  is  what  it  cost  the  people  to  pay 
those  insurance  companies  for  the  sake  of  insurance,  according  to  the 

statement  of  the  Department  of  Labor. 

Mr.  Andrews.  I  recall  an  official  investigating  committee  in  Massa- 
chusetts extended  over  a  period  of  some  three  years.  The  employers 
had  paid  an  unnecessarily  high  sum,  which  amounted  to  about  two 
and  one-third  million  dollars,  enough,  it  is  said,  to  have  paid  ail  the 
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expense  of  the  insurance,  insuring  one  complete  policy  one  year^ 
That  was  the  result  set  forth  in  the  report. 

Mr-  Fitzgerald.  That  was  argued  here  at  the  last  meeting  of  the^ 
committee.  He  went  very  closely  into  the  differentials  and  all  the 
different  factors^  taking  out  the  allowances.  He  estimated  a  differ* 
ence  of  about  10  per  cent,  but  claimed  it  was  worth  it. 

Mr.  Jones.  As  an  actuarial  proposition? 

Mr.  Andrews.  I  have  the  opinion  that  those  figures  ought  to  be 
further  discussed  here  to-day  by  some  of  the  experts. 

Mr.  Jones.  I  think  it  is  well,  too,  to  remember  there  might  be 
some  difference  in  the  benefits  payable  under  the  different  laws. 
But  a  comparison  simply  of  premiums  coUected  would  not  be  par- 
ticularly  valuable  unless  there  was  also  a  comparison  strictly  applied 
for  tile  benefit  from  the  premiums,  as  the  premiums  and  benefits 
bear  a  very  distinct  relation  to  each  other. 

Mr.  Lee.  How  many  employees  are  subject  to  the  Ohio  act  and 
how  many  to  the  Massachusetts  act? 

Mr.  NoLDA.  Subject  to  the  Ohio  act,  1,008,213. 

Mr.  Lee.  How  many  in  Massachusetts? 

Mr.  NoLDA.  Massachusetts  1,109,134. 

Mr.  Lee.  Those  are  the  estimates  made  by  Mr.  Hookstadt  ? 

Mr.  NoLDA.  Of  course,  I  have  no  authority  for  stating  these  esti- 
mates are  right.   But  Mr.  Hookstadt  is  here  and  he  can  verify  it. 

STATEMENT  OF  MR.  CARL  HOOKSTADT,  BUREAU  OF  LABOR 
STATISTICS.  UNITED  STATES  DEPARTMENT  OF  LABOR. 

Mr.  Fitzgerald.  Is  there  some  interpretation  on  your  part  or 
sohition  I  I  woukl  like  to  ask  you  definitely  whether  or  not  thft 
District  of  Columbia  is  large  enough  to  support  State  funds  ? 

Mr.  Hookstadt.  The  only  thing  I  can  do,  Mr.  Chairman,  is  to 
compare  the  District  of  Columbia  with  other  States  that  have  a  fund* 
The  estimate  of  the  number  of  private  employees  covered  by  the 
act  would  be  108,000  or  110,000. 

Air.  Lee.  Docs  lliat  include  railroad  employees  ? 

Mr.  Hookstadt.  That  includes  cill. 

Mr.  Lee.  Arc  you  (juite  sure  they  would  come  in  this  act? 

Mr.  JoxES  (interpfwhig).  Despite  the  interstate  commerce  act. 

Mr.  FiTZGEKALD.  We  would  rather  you  would  not  argue. 

Mr.  Jones.  We  would  like  to  inquire  whether  Mr.  Hookstadt 
appears  here  as  a  proponent  or  expert  ? 

Mr.  Fitzgerald.  He  appears  as  an  expert  summoned  here  by  the 
committee  itself. 

Mr.  Hookstadt.  One  hundred  and  ten  thousand,  as  I  say,  is  the 
estimated  nunihcr  of  employees.  Tlicre  are  about  a  dozen  States 
tluit  have  a  fewer  number  oi*  employees  than  that,  according  to  the 
estimate  that  was  made.  Of  course,  you  must  bear  this  in  mind, 
that  the  industries  in  other  States  are  more  hazardous  on  the  whole 
than  they  are  in  the  District  of  Columbia,  therefore  that  the  total 
premium  income  compared  with  the  same  number  of  employees 
would  be  greater  in  other  States. 

I  will  just  enumerate  the  States  that  have  a  smaller  number  of 
employ  COS  tiian  would  be  covered  by  the  District:  Alaska,  Arizona, 
Idaho,  Delaware,  Montana,  Nevada,  New  Hampshire,  New  Mexico,, 
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^forth  Dakota,  South  Dakota,  Utah,  Vermont,  and  Wyoming  all 
those  States  have  fewer  employees  covered  by  their  compensation 
act  than  in  the  District.  Three  or  four  of  these  have  competitive 
State  funds.  Nevada  has  an  exclusive  State  fund,  and  tliev  seem 
to  be  doing  well  enough  with  a  limited  number  of  employees.  So, 
in  view  of  that,  you  can  draw  your  own  conclusion,  Mr.  Chairman. 

Mr.  Fitzgerald.  I  wanted  your  opinion  as  to  that.  You  think, 
then,  that  the  District  of  Columbia  would  be  lai^e  enough  to  support 
«r  fund.  Would  there  be  any  advantage  to  have  that  exclusive  or 
otherwise,  that  if  there  were  any  advantages  in  any  case  of  an  exclu- 
sive one,  would  it  he  emphasized  with  reference  to  a  place  Hke  the 
District  of  Columbia,  or  would  it  be  specially  disadvantageous? 

Mr,  Hookstadt.  You  mean  as  contrasted  with  competitive  State 
funds  ? 

Mr.  FrrzoEBALD.  Yes. 

Mr.  Hookstadt.  I  question  whether  the  District  is  large  enough 
to  have  competitive  State  bonds. 

Mr.  FrrzGERALD.  That  is,  the  smaller  the  place  and  the  more 
limited  the  risk,  the  more  advantageous  the  exclusive  feature  might 
be,  in  y^our  opinion  ? 

Mr.  Hookstadt.  Yes.  If  you  have  competitive  insurance,  that 
would  mean  railway  companies,  terminal  companies,  and  street  car 
companies  would  take  out  insurance,  and  that  would  leave  very  few 
of  the  hazardous  industries  to  be  covered. 

Mr.  Fitzgerald.  It  would  sort  of  destroy  the  benefit  of  the 
success  of  the  act  or  tend  to  do  so,  vou  think? 

Mr.  Hookstadt.  I  question  whether  they  would  be  lar^e  enough 
for  competitive  State  funds. 

Mr.  Fitzgerald.  If  this  act  did  make  it  competitive,  would  that 
tend  to  destroy  the  benefit  of  the  act? 

Mr.  Hookstadt.  I  do  not  know  just  what  is  in  your  mind,  JVIr. 
Chairman. 

Mr,  Fitzgerald.  You  say  it  is  not  large  enough,  and  yet  if  we 
were  to  do  it,  whether  it  was  lai^  enough  or  not,  what  is  going  to  be 

the  result  ? 

Mr.  Hookstadt.  It  would  probably  be  too  expensive  or  undesir- 
able to  have  a  fund  that  has  only  a  few  thousand  or  $50,000  premuim. 
You  must  have  a  sufficient  premium  income  to  operate  a  fund  or 
any  insurance  successfully,  because  you  have  a  certain  amount  of 
overhead. 

Mr.  Fitzgerald.  Suppose  we  go  ahead.  You  say  it  is  not  lar^e 
enough  for  competitive  insurance.  Suppose  we  go  ahead  and  do 
have  competitive.  In  a  competitive  system  here,  what  is  going  to 
be  the  result  ?  Is  it  goin^  to  destroy  the  benefits  of  the  act,  or  wiU 
it  niin  the  State  fund,  or  lust  what  is  the  effect  of  it  ? 

M>.  Hookstadt.  It  will  probably  ruin  the  State  fund.  If  you 
liave  competitive  insurance,  you  would  probably  have  self-insurance. 

Mr.  Fitzgerald,  Do  you  think  it  would  bring  the  law  into  dis- 
repute by  bringing  the  State  fund  into  insolvency  I 

Mr.  Hookstadt.  It  would  probably  be  one  result. 

Mr.  FrrzGERALD.  I  am  just  tryii^  to  §et  your  idea  about  it.  Could 
you  analyze  different  factors  entering  mto  the  expense  ratio — take 
1^6  expense  of  the  stock  companies,  as  I  believe  Mr.  Jones  suggested 
they  returned  about  37  or  38  per  cent  of  the  amount  of  premiums 
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paid  for  the  expense  of  the  operations  and  dividends  to  stockholders, 
etc.,  and  that  out  of  each  dollar  paid  the  balance  of  the  dollar  would 
be  63  cents  or  62  cents,  the  amomit  which  is  left  for  the  working 

Mr.  HooKSTADT.  If  you  will  permit  me,  Mr.  Chairman,  I  would 

like  to  state  just  how  a  comparison  of  costs  to  the  employer  in  differ- 
ent jurisdictions  and  between  different  laws  can  be  made.  There 
are  two  ways:  The  first  is  to  compare  rates  in  New  York  with  those 
of  Massachusetts  and  with  those  of  Ohio.  That  is  one  way.  I  ques- 
tion whether  you  can  secure  any  definite  results  thereby,  because 
there  are  so  m%ny  conflicting  factors  entering  in. 

In  the  first  place,  you  have  got  to  take  into  account  the  difference 
in  benefits.  A  rate  may  be  nirfier  than  a  rate  in  another  State 
because  the  benefits  are  higher.  You  have  got  to  have  a  differential 
that  takes  care  of  that  benefit,  and  there  are  at  the  present  time  no 
satisfactory  factors  which  have  been  computed  that  will  state  accu- 
rately the  difference  in  benefits  between  the  States  and  the  other 
complicating  factors  are  the  question  of  classification. 

In  the  second  place,  variations  in  classifications.  You  may  say  a 
coal  mine  is  a  coal  mine  whether  in  Ohio,  Washington,  or  some  other 
place.  But  if  you  read  the  manuals  jou  will  find  a  coal  mine  in 
one  State  may  mean  a  different  thing  in  another  State;  they  have 
got  to  be  the  same  in  order  to  have  accurate  comparison. 

In  the  third  place,  there  is  a  difference  in  hazard  in  the  same 
industry. 

In  the  fourth  place,  the  pay  charge  of  the  insurance  carrier.  One 
State  fund  may  charge  a  nigh  enough  rate  to  pay  back  dividends; 
another  State  may  make  the  rate  just  high  enough  to  cover  current 
losses.  So,  as  a  result,  you  can  not  compare  rates.  The  other 
method  of  comparing  costs  

lybr.  Jones  (interposing).  I  would  like  to  say  I  think  Mr.  Hookstadt 
is  entirely  right. 

Mr.  Fitzgerald.  I  would  rather  you  would  let  him  go  ahead.  1 
think  you  analyzed  this  very  well.  I  think  he  heard  your  analysis, 
and  really  reaches  the  same  conclusion  on  that. 

Mr,  Hookstadt.  The  second  method  of  comparing  costs  is  through 
the  expense  ratio.  How  are  rates  determined  ?  They  are  based  upon 
the  actual  loss  cost,  which  is  expressed  in  $100  of  pay  roll  for  each 
industrial  classification,  whether  the  textile  industry  or  coal  industry,, 
whatever  it  is;  they  will  find  what  ihe  actual  cost  in  losses  in  that 
particular  classification  is  for  $100  of  pay  roll.  It  may  be  $3;  it  may 
De  60  cents.  That  is  called  the  pure  premium  and  is  the  same  for 
rate-making  purposes  regardless  of  who  the  insurer  is. 

From  that  they  determine  the  rate.  What  shall  the  rate  be? 
What  is  the  actual  rating  charge  to  the  employer?  They  have  got 
to  allow  so  much  for  expenses,  and  ordinarily  the  insurance  depart- 
ment which  fixes  the  rates  takes  the  expense  ratio  of  the  stock  com- 
pany and  tihey  base  it  upon  that.  The  average  expense  ratio  of  stock 
companies  throughout  the  United  Stat^  is  38  per  cent.  This  is  the 
percentage  arrived  at  by  the  National  Council  on  Workmen^s  Com- 
pensation, which  represents  all  the  insurance  carriers,  both  stock  and 
mutual. 

Out  of  that  38  per  cent,  which  is  composed  of  a  certain  number  of 
factors,  first  is  the  acquisition  cpst  of  17 ^  per  cent,  the  amount  whicji 


WOBiLMAif^S  COMPENSATION  IN  THE  DISTBICT  OF  COLUMBIA.  96 


is  paid  to  the  brokers  and  to  the  agents  for  getting  the  business.  It 
•was  stated  here  that  the  various  elements  are  not  unreasonable. 
They  are  necessary.   My  point  is  that  the  38  per  cent  in  the  various 
elements  are  necessary  for  stock  insurance.   They  can  not  do  busuiess 

at  less  than  38  per  cent. 

The  acquisition  cost^  17-|  per  cent,  would  be  eliminated  under 
exclusive  State  funds.  There  would  be  no  need  for  getting  business. 
All  insurers  would  insure.  Of  course  on  competitive  State  funds  they 
wotdd  have  to  get  business  like  private  companies,  but  the  acquisition 
cost  has  been  so  far  very  small  m  the  competitive  State  funds. 

The  next  factor  is  home  office  administration,  8  per  cent.  Home 
office  administration  can  be  eliminated  under  exclusive  State  funds. 
The  average  normal  insurance  carrier  does  business  in  several  Statc^. 
They  have  a  home  office  and  they  have  agencies.  It  is  necessary  in 
a  good  many  cases  to  send  the  claim  to  the  home  office.  They  must 
maintain  a  home  office.  It  probably  is  necessary  for  the  average 
insurance  company.    Again,  it  would  not  be  necessary  for  the 

exclusive  State  fund. 

Inspection  and  accident  prevention  work,  2  per  cent.  Necessary 
cost  2  per  cent  for  inspection  and  accident  prevention  work.  What 
percentage  is  paid  by  State  funds  I  do  not  know.  Very  few  State 
ninds  perform  accident  preventive  work.  New  York  does,  and  their 
average,  is  I  suppose,  about  2  per  cent,  maybe  a  little  less.  The 
other  States  do  not  do  accident  prevention  work. 

Mr.  FiTZGEBALD-  This  is  a  function  of  another  department  within 
the  State. 

Adjustment  of  claims,  7  per  cent.  A  lot  has  been  said  about 
service.  It  is  necessary  to  have  a  large  claims  force  to  give  the 
proper  service  to  the  employer  and  employee,  looking  after  the 
claims,  investigating,  and  so  on.  That  is  very  true.  The  amount 
spent  for  claims  is  much  smaller  in  the  exclusive  State  fund  of  7 
per  cent.  However,  I  do  not  know  whether  that  7  per  cent  is  entirely 
justified.  The  amount  spent  is  not  necessarily  a  test  of  services 
performed;  that  is,  what  service  is  given  for  that  7  per  cent.  The 
insurance  carrier  may  spend  considerable  money  to  defeat  a  claim 
as  well  as  to  grant  a  claim;  that  is,  it  may  be  spent  to  defeat  the  em- 
ployees interests  as  well  as  in  the  employees  interest. 

The  third  factor  is  taxes.  To  get  a  comparison,  you  must  exclude 
taxes.  The  insurance  companies  must  pay  taxes.  The  average 
State  tax  is  2  per  cent  of  the  premium,  and  the  Federal  taxes  about 
1  per  cent.    So,  you  must  exclude  3  per  cent. 

Mr.  Jones.  It  is  1^  per  cent  for  Federal  taxes. 

Mr.  Fitzgerald.  That  woukl  make  3^  per  cent. 

Mr.  Hookstadt.  That  includes  something  else  besides. 

Mr.  Jones.  The  figures  of  the  New  York  State  department  are 
3.63.  That  would  make  4  per  cent  or  a  Uttle  over  for  State  and 
Federal  ? 

Mr.  Hookstadt.  Possibly.  I  thmk  that  is  a  little  high — 4  per 
cent. 

Now,  then,  that  is  the  only  element  that  can  be  subtracted  from 

the  expense  ratio  of  the  stock  companies,  5  per  cent  from  34.  The 
average  expense  of  exclusive  State  funds  5  per  cent.    In  Ohio  it  is 
less  than  3. 
Mr.  FiTZQ£BAJLD,  Less  than  2,  is  it  not  I 
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Mr.  HooKSTADT.  Yes,  possibly.  It  depends  upon  what  baMS 
you  make  it  on,  but,  to  be  safe,'  say  3  per  cent.  Then,  subtract  5  ' 
from  34  and  vou  have  29  per  cent  left.  That  fairly  represents  the 
difference  in  cost  to  the  employer  between  stock  companies  and  ex- 
clusive State  funds— about  29  per  cent;  so  it  costs  the  employer 
29  per  cent  more  for  his  premiums,  than  if  he  would  be  insured  in  the 
ordinaiT  exclusive  State  fund.  . 

Mr.  FrrzGERALD.  Do  the  private  casualty  compames  pay  their 
<d{dms  more  promptly  than  State  funds  3  j  •  • 

Mr.  HooKSTADT.  that  statement  has  been  made  here,  and  it  is 
not  true.  There  are  so  many  of  these  problems  that  it  is  difficult 
to  establish  and  get  accurate  information.  That  is  one  point. 
The  investigation  may  establish  that  pretty  fairly  and  pretty  accu- 

We  took  from  the  record  of  the  State  industrial  commission  a 
table,  and  found  what  the  length  of  time  was  between  the  date  of  the 
accident  and  the  date  the  claim  was  made,  and  we  tabulated  those 
results  and  we  found  the  following  facts— I  will  now  give  the 
average  time  elapsing  between  the  date  of  the  a^jcident  and  the  date 
the  first  payment  was  made.    The  average  time  is  the  median,  not 

the  arithmetic  average.  i  •  u  • 

We  found  that  the  California  State  fund  was  26  days,  which  is 
the  best  record  of  all;  Idaho  self-insurers  were  26  days;  Oregon 
State  fund  was  28  days;  Micliigan  stock  companies  34  days; 
Michigan  self-insurers,  34  days;  Maryland  State  fund  25  days; 
Indiana  insurance  companies  25  days;  Nevada  State  lund  Sb 
days;  Utah  State  fund  38  days;  British  Columbia  State  fund  41 
days;  Idaho  insurance  companies  41  days;  lUinois  stock  compam^ 
44  davs;  Montana  self -insurers  45  days;  Montana  State  fund 
46  davs;  Michigan  State  fund  48  days.  That  shows  that  there 
are  great  variations  between  the  mutual  companies,  between  the  self- 
insurers  and  between  the  State  fund.  You  can  not  say  definitely 
that  one  type  pays  more  promptly  than  another  type.  As  you  will 
notice  from  those  %ures  the  State  fund  paid  more  promptly  and  some 
of  them  paid  less  promptly  than  any  other  type  of  insurance.  I  he 
same  is  true  of  stock  compani^.  ,But  companng  the  btate  tunds 
with  the  best  insurance  figures  the  State  funds  pay  a  tnfle  more 

promptly-  ^    ,  . 

Mr.  Jones.  Mr.  Hookstadt,  you  have  not  any  stock  insurance 
figures  for  California,  Marvland,  or  Utah.  C^alifornia  States  funds, 
the  best  you  have,  is  at  the  top.    You  have  no  stock  figures  at  all  i 

Mr.  HooKSTADT.  I  could  not  get  the  data. 

Mr.  Jones.  Then  it  is  not  fair  to  put  Cahforaia  at  the  top  to  com- 
pare with  the  State  fund  ? 

Mr.  HooKSTADT.  No.  .  r  A  4r 

Mr.  Jones,  If  you  have  not  got  any  comparative  hgures,  1  do  not 
see  the  significance  of  California  being  at  the  top.  ^     .      •  x 

Mr.  Fitzgerald.  I  think  you  had  an  opportumty  of  going  mto 

"  *^Mr.  Jones.  No;  I  have  not,  Mr.  Chairman,  only  on  the  matter  of 
costs  I  may  say  that  Mr.  Hookstatdt's  case  is  all  stated  m  this 
record  right  here,  and  I  am  prepared  to  take  that  article  up,  Mr. 
Chairman,  and  reply  to  the  statement  made  by  Mx.,  Hooiatadt* 
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I  claim  those  fi.gures  are  not  fair  figures,  and  I  am  prepared  to  show 
they  are  not  fair  figures. 

Mr.  HooKBTADT.  Mr.  Ohajnnan,  I  would  like  if  you  have  time  tor 
have  Mr.  Jones  show  what  is  unfair,  because  if  there  is  one  thing  I 
did  try  to  do  it  was  to  give  a  cross  section  of  what  the  facts  were. 
I  eliminated  all  possible  sources  of  error  in  arriving  at  those  figures 
and  tabulating  the  statement. 

Mr.  Jones.  Mr.  Hookstadt  does  not  give  any  stock  company 
figures  for  New  York  and  Pennsylvania. 

Mr.  Hookstadt.  I  might  say — and  I  explained  it  in  that  pam- 

fhlet — I  tried  to  get  the  data  for  every  type  of  insurance  in  every  State 
visited.  Owing  to  the  nature  of  the  records  in  scnne  States,  I  was 
not  able  to  get  it.  I  was  not  able  to  get  the  time  of  payment;  I  was 
able  to  get  other  data,  such  as  time  the  award  was  made,  and  so  on. 
So,  if  the  data  was  not  available  I  could  not  give  it. 

Mr.  Fitzgerald.  Have  you  got  the  data,  Mr.  Jones,  for  New  York^ 
Pennsylvania,  and  California  ? 

Mr,  Jones.  No;  I  have  not  the  data. 

Mr.  Fitzgerald,  It  is  only  necessary  to  point  out  that  it  is  not 
given,  and  therefore  it  was  not  a  complete  comparison. 
Mr.  Jones.  That  is  just  the  point. 

Mr.  Fitzgerald.  We  know  that  bv  looking  at  this  ourselves. 

Mr.  Jones.  I  do  not  know.  I  think  very  few  people  have  read  thfe 
article  here  with  that  point  in  view.  Take  that  total  there,  and  I  have 
already  called  attention  to  the  fact  that  the  figures  are  California, 
figures  given  for  State  fund  and  no  stock  company  features. 

Mr.  Fitzgerald,  I  understand  that;  but  I  do  not  like  to  have  the 
witness  interrupted. 

Mr.  Jones.  Will  I  he  given  an  opportunity  to  cover  this  ^ 

Mr.  Fitzgerald.  Yes ;  in  writing,  if  you  have  those  figures.  If  not, 
it  is  suflScient  to  show  what  is  obvious;  that  is,  the  comparison  is  not 
complete.  I  simply  asked  Mr.  Hookstadt  for  his  deduction  from  the 
investigations  he  made.  Possibly  all  the  necessary  factors  are  not 
there  to  have  him  make  a  reliable  deduction,  but,  nevertheless,  it  ia 
his  deduction,  and  I  want  his  deduction  and  not  yours. 

Mr.  Jones,  The  point  is,  Mr.  Chairman,  his  deductions  are  not. 
correct.    I  should  like  to  have  an  opportunity  to  show  

Mr.  Fitzgerald  (interposing).  If  the  figures  are  not  correct,  that, 
is  a  dift'erent  thing. 

Mr.  Jones.  It  is  his  deduction. 

Mr.  Eetzoebald.  I  want  his  opinion  and  your  opinion,  but  that  wilL 
not  destroy  his  opinion. 

Mr.  Jones.  Not  at  all;  but  I  have  not  been  given  a  chance. 

Mr.  Fitzgerald,  You  have  had  more  chance  than  any  other  person- 
before  the  committee.    You  not  only  had  the  chance  allowed  you, 
but  have  continually  interrupted  and  contradicted  the  witnesses,  to 
the  disorder  of  the  hearing.    I  do  not  want  you  to  feel  that  you  have- 
more  rights  than  anybody  else. 

Mr.  Jones.  I  think  that  that  is  all  right.  I  have  been  given,  by  the 
courtesy  of  the  c<Hnmittee,  the  opportunity  of  asking  questions;  At 
the  same  time,  where  certain  deductions  are  made  on  the  basis  of 
these  figures,  idiich  I  consider  not  fair  fi.^ire&,  it,  does,  not  seem  to 
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me,  in  all  fairness,  I  should  not  be  ^iven  the  op])ortunity  to  offer  in 
rebuttal  statements  and  arguments  in  answer  to  the  deductions  that 
I  consider  to  be  unfair  deductions  in  that  report. 

Mr.  Fitzgerald.  You  have  taken  up  so  much  time  of  the  committee 
I  do  not  see  how  you  could  ask  anything  more.  You  have  pointed 
out  that  these  figures  are  not  complete.  Anybody  can  look  at  it 
and  see  it.  You  nave  pointed  out  that  Mr.  Hoo^tadt  must  neces^ 
i^Eirily  rely  upon  incomplete  data.  You  have  not  any  more  complete 
data.  You  have  an  opinion  and  he  has  an  opinion.  The  eommitte 
would  like  to  have  Mr.  Hookstadt's  opinion  for  Mhat  it  is  worth.' 

Now,  then,  Mr.  Hookstadt,  will  you  answer  the  question  as  to  the 
private  companies  paying  more  promptly  than  the  State  funds, 
from  the  past  investigation,  no  matter  now  trivial  it  may  be? 
J  Mr.  HooKSTADT.  I  did  not  find  them  so. 

Mr.  ErrzoEBALD.  Is  it  necessarr  to  have  the  State  insurance 
department  formulate  the  rates  and  supervise  them  in  your  opinion  ? 

Mr.  HooKSTADT.  If  you  are  going  to  have  competitive  insurance^ 
it  is  necessary  to  have  some  State  ageney,  wh(^ther  the  State  in- 
surance department  or  some  other  agency,  to  supervise  the  rates, 
both  as  to  adequacy  and  as  to  service,  yet  it  is  necessary  in  com- 
petitive States,  in  States  where  you  have  competitive  insurance.  In 
exclusive  fimd  States,  it  is  not  necessary,  because  you  already  have  a 
State  agency  created — a  Federal  conmiission  as  in  this  case — ^which 
establishes  the  rate.  To  create  another  Federal  Agency  to  supervise 
what  this  agency  has  done  it  seems  to  me  to  be  unnecessary.  It 
simply  means  one  Federal  department  supervises  the  work  of  another 
Federal  department. 

Mr.  Fitzgerald.  I  do  not  know  whether  you  were  present  here 
or  not,  but  the  criticism  that  seemed  to  have  merit  in  it,  by  Mr.  Dolan, 
particularly^  and  I  think  partly  by  Mr.  Proctor,  was  that  it  would  be 
unwise  to  have  a  fund  here  placed  for  administration  in  the  hands  of  a 
commission  and  have  that  commission  fix  the  rate,  because  if  they  hxed 
them  too  high  they  naight  rather  fix  them  too  high  in  order  to  make 
the  thing  a  success,  and  thereby  bear  harshly  upon  the  people,  or  if 
they  did  fix  them  too  low,  influenced  either  by  the  idea  01  making 
it  popular  or  othenvise,  so  that  if  catastrophe  occurred  or  some  other 
unusual  drain  upon  the  funds  was  made,  that  they  would  then  try 
to  possibly  equalize  that  situation  by  being  ratliei'  stingy  in  the  appli- 
cation of  the  money  to  those  entitled  to  the  benefits  of  the  act 
That  was  aigued  and  presented  very  plausibly. 

Mr.  HooKSTAOT*.  There  are  two  answers  to  that,  Mr.  Chairman. 
In  the  first  place,  in  the  exclusive  State  funds  that  exist,  the  adminis- 
trative  commission  determines  the  rates  of  the  classification.  There 
IS  no  other  body  that  supervises  those  rates  and  it  has  worked  out 
well. 

The  second  answer  is  the  fact  that  if  one  body  of  State  officers  is 
inefficient  and  incapable  of  making  accurate  rates,  what  assurance 
have  you  that  any  other  State  body  is  more  capable  of  supervising 
those  rates  ? 

The  Chaikmax.  The  argument  was  that  those  who  were  imme* 
diately  interested  in  the  administration  of  the  act  would  be  influencckl 
naturally  by  their  desires  to  make  the  matter  appear  successful 
from  their  point  of  view.    I  just  want  to  get  your  idea  about  it  as  to 
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whether  or  not  you  had  studied  it  and  whether  or  not  you  feel  your- 
self it  was  wise  or  unwise. 

Mr.  HooKSTADT.  I  do  not  think  it  is  a  matter  of  great  importance.  ^ 
However,  it  is  necessary  in  States  having  competitive  insurance. 

The  Chairman.  What  would  be  the  situation  if  he  had  no  fund  in 
the  District,  say,  in  the  case  of  a  widow  of  an  employee  who  was 
.killed,  it  was  discovered  that  the  employer  had  not  oeen  insured  ? 

Mr.  HooKSTADT.  I  think  that  is  an  important  question,  Mr.  Chair- 
man, There  has  been  a  lot  of  discussion  here  against  State  fund  or 
in  favor  of  state  fund — but  the  alternative,  if  you  have  no  exclusive 
State  fund,  has  not  been  touched  upon. 

Assuming  now,  for  the  purpose  of  argument,  that  you  have  no 
exclusive  State  fund,  you  will  have  competitive  insurance.  What 
will  be  the  r^ult  ?  You  must  have  a  very  strict  State  or  Federal 
body  that  supervises  that  insurance,  that  is,  to  see  that  every  em* 
ployer  is  insured.  One  of  the  great  difficulties  and  problems  in 
most  of  the  States  is  the  fact  that  it  is  almost  impossible  to  compel 
the  employer  to  insure,  that  is,  so  many  of  the  small  employers  do 
not  insure;  they  do  not  know  anything  about  the  law,  and  if  they  do, 
they  simply  neglect  it,  and  the  first  thing  the  industrial  commission 
knows  of  whether  or  not  the  employer  is  insured,  is  when  an  accident 
occurs;  and  then  they  find  out  tne  employer  is  not  insured,  and  he  is 
a  small  employer,  nrobably  bankrupt — ^if  it  is  a  bad  accid^t  it  will 
bankrupt  him — ^and  the  employee  will  get  nothing  but  compensation 
judgment,  but  the  judgment  would  be  no  good  in  that  case. 

That  happens  over  and  over  again  in  most  of  the  States,  and  it 
will  happen  in  the  District  of  Columbia  unless  vou  have  an  agency 
Avhich  sees  to  it  that  every  employer  is  insured.  That  is  a  difficult 
problem,  in  the  case  of  small  contractors  and  small  employers.  So 
it  will  mean  that  a  number  of  injured  workers  will  suffer  as  a  result. 

However,  if  you  have  an  exclusive  State  fund,  then  if  an  accident 
occtws  and  the  employer  has  not  paid  the  premium,  the  workman 
receives  compensation  out  of  the  fund.  It  is  up  to  the  fund  to  get 
the  premium  from  the  employer;  the  workman  does  not  suffer. 

Mr.  Fitzgerald.  It  seems  to  me  we  ought  to  hold  one  more  hear- 
ing. The  committee  will  now  adjourn  mitil  to-morrow  morning  at 
10  o'clock. 

(Thereupon,  at  12.35  o'clock  p.  m.,  the  committee  adjourned  to 
meet  to-morrow,  Friday,  May  27,  1921,  at  10  o'clock  a.  m.) 
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